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Impresa multinazionale!

•  Una multinazionale è una impresa che controlla (attraverso 
la proprietà o un controllo di “di fatto”) attività che creano 
valore aggiunto in più di un Paese!

La multinazionale ha due caratteristiche distintive:!
§  ha accesso e coordina attività a valore aggiunto in Paesi diversi!

§  internalizza almeno alcune di queste attività!
La modalità principale attraverso cui una impresa espande il proprio 

controllo su attività a valore aggiunto al di fuori dei confini nazionali 
sono gli investimenti diretti esteri (IDE)!

Ma, soprattuto l’espansione delle IMN può avvenire anche senza IDE (es. 
finanziamento sul mercato locale)!
§  La dimensione di una multinazionale puo’ essere maggiore dello stock di 

IDE !

!
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Impresa multinazionale!

•  Vale la pena sottolineare che l’influenza che una impresa 
esercita su altre imprese all’estero non sempre coincide 
con il grado di controllo proprietario. !
•  Non è raro che, nonostante un controllo del 100%, la casamadre di fatto 

eserciti un controllo limitato sulle attività delle proprie filiali estere.!
•  D’altra parte, talvolta con quote di controllo minoritario, o addirittura 

senza alcun coinvolgimento azionario, le imprese esercitano notevole 
influenza sulle strategie di altre imprese.!

•  Ad esempio !
•  keiretsu network di cooperazione tra imprese? !
•  le relazioni tra banche e imprese cross-holding relationships in Germany 

between banks and industrial corporations?!
•  accordi di fornitura con imprese di altri Paesi!
•  alleanze strategiche!



Investimenti Diretti Esteri (IDE)!
Sono definiti come:!

§  un investimento che comporta una relazione di lungo periodo e riflette un 
interesse duraturo e il controllo da parte di una entità residente in un paese 
(casamadre) in una impresa residente in un altro paese (affiliata estera)!

§  Questa definizione aiuta a distinguere IDE da investimenti di portafoglio, che 
invece hanno natura prevalentemente speculativa e di breve periodo (e pertanto 
tendono ad essere più volatili)!

Comprendono sia la transazione iniziale, che quelle successive tra le 
due parti!

Hanno tre componenti: !
§  il capitale azionario (equity)!
§  gli utili reinvestiti (reinvested earnings)!
§  i prestiti intra-impresa (intra-company loans)!

Possono assumere la forma di investimenti greenfield o di fusioni e 
acquisizioni (M&As)!
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Limiti degli IDE!

Possono riflettere le distorsioni dei mercati finanziari, piuttosto che una effettiva attività 
economica!
§  ‘round-tripping investment’!
§  uso delle holding companies per elusione fiscale!

Difficile talvolta distinguere investimenti di portafoglio da IDE!
Il valore del stock di capitale a ‘book value’ che può sottostimare il valore di mercato!
Differenze tra Paesi nelle conversioni di valuta e nelle pratiche contabili (come il 

deprezzamento delle attività). !
•  Ad esempio, il flusso di IDE da US a Cina nel 2002 è stato registrato come 924 milioni di 

US$ negli US, ma 5,424 milioni di US$ delle autorità cinesi (UNCTAD, 2005c:4) !

Misurano meglio il caso dei greenfield. Nel caso di M&A il finanziamento potrebbe venire 
dalla home country ma anche da altre fonti e Paesi. In questo caso, gli IDE sottostimano 
il valore degli effettivi investimenti internazionali!

Le M&As rendono anche molto più volatile il dato sui flussi di IDE. Quindi gli stock danno 
una informazione più accurata rispetto ai flussi!

!
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Fonti di dati sulle IMN!

•  A livello aggregato!
•  World Investment Report (UNCTAD)!
•  Balance of Payment Staitistics (IMF)!
•  Survey of Current Business (US)!
•  Activities of Foreign Affiliates (AFA) (OECD)!
•  Foreign Affiliates Trade and Statisitcs (FATS) (Eurostat)!

•  A livello di impresa e/o di singolo progetto di investimento!
•  Who Owns Whom? (Dun & Bradstreet)!
•  fDI Markets (FT Intelligence)!
•  Orbis (Bureau Van Dijk)!
•  Zephyr (Bureau Van Dijk)!
•  Survey a livello di impresa (e.g. EFIGE)!
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East Europe, FDI flows almost halved as a result 
of reduced investment from EU countries, the 
main investors in the subregion. In the CIS, FDI 
flows fell only slightly as foreign investors continue 
to be attracted by these countries’ fast-growing 
consumer markets and natural resources. The 
Russian Federation saw FDI flows decline slightly, 
while those to Kazakhstan and Ukraine rose 
modestly. 

of FDI flows to South America were driven mainly 
by the region’s economic buoyancy, attracting a 
significant number of market-seeking investments, 
and by the persistent strength of commodity prices. 
This continued to encourage investments in the 
extractive industries, particularly in Chile, Peru 
and Colombia. FDI to Brazil slowed but remained 
robust, elevating the country to the world’s fourth 
leading investment destination (see figure I.2). FDI 
flows to Central America decreased, mainly as a 
result of a decline in flows to Mexico.

Africa was the only region that saw FDI flows rise 
in 2012 (figure I.3). Flows to North Africa reversed 
their downward trend, and Egypt saw a rebound in 
investment from European investors. FDI inflows to 
sub-Saharan Africa were driven partly by investments 
in the extractive sector in countries such as the 
Democratic Republic of the Congo, Mauritania, 
Mozambique and Uganda. Angola – an important 
holder of FDI stock in Africa – continued to post 
divestments in 2012. 

In 2012, the transition economies of South-East 
Europe and the Commonwealth of Independent 
States (CIS) saw a decline in FDI inflows, driven 
in large part by the plummeting value of cross-
border mergers and acquisitions (M&As). In South-

Figure I.2. Top 20 host economies, 2012
(Billions of dollars)
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2 China (2)
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(x) = 2011 ranking

Source: UNCTAD FDI-TNC-GVC Information System, FDI 
database (www.unctad.org/fdistatistics).

Figure I.1. FDI inflows, global and by group of 
economies, 1995–2012
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Figure I.3. FDI inflows, by region, 2008–2012
(Billions of dollars)
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International Finance for 30 emerging economies 
are $517 billion in 2013 compared with $499 billion 
in 2012 (IIF, 2013). 

Firm-level factors also support the UNCTAD forecast. 
Annual TNC profits in 2012 were lower than in 2011 
but remained at high levels (figure I.22). There is an 
indication that in the first quarter of 2013, the level 
of cash holdings of the largest TNCs has been lower 
than that in the same period last year, as companies 
are using part of their available cash to acquire 
companies abroad. Data on greenfield investment 
and cross-border M&As in the first few months of 
2013 have not indicated an upward trend. This may 
be translated into higher levels of investment in the 
near future.

However, significant risks to this growth scenario 
remain. Factors such as structural weaknesses 
in the global financial system, the possible 
deterioration of the macroeconomic environment, 
and significant policy uncertainty in areas crucial for 
investor confidence might lead to a further decline 
in FDI flows. 

When asked about the principal factors affecting 
FDI flows in the medium term, TNCs in the survey 

put the state of the EU economy at the top of their 
worries, followed closely by political factors, such 
as the adoption of austerity policies, the rise of 
trade protectionism, and sovereign debt concerns. 

Figure I.20. Global FDI flows, 2004–2012, and projections, 2013–2015
(Billions of dollars)
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A. GLOBAL TRENDS: THE FDI RECOVERY FALTERS

1.Current trends
Global foreign direct invest-
ment (FDI) inflows fell by 
18 per cent in 2012, down 
from a revised $1.65 trillion 
in 2011 to $1.35 trillion. The 
strong decline in FDI flows 
is in stark contrast to other 
macroeconomic variables, 
including GDP, trade and 

employment growth, which all remained in positive 
territory in 2012 (table I.1).

FDI flows in 2013 are expected to remain close 
to the 2012 level, with an upper range of $1.45 
trillion. As macroeconomic conditions improve and 
investors regain confidence in the medium term, 
transnational corporations (TNCs) may convert their 
record levels of cash holdings into new investments. 
FDI flows may then reach the level of $1.6 trillion 
in 2014 and $1.8 trillion in 2015. Nevertheless, 
significant risks to this scenario persist, including 
structural weaknesses in the global financial 
system, weaker growth in the European Union (EU) 
and significant policy uncertainty in areas crucial for 
investor confidence. 

a. FDI by geographical 
distribution

(i) FDI inflows

FDI flows to developing 
economies remained rela-
tively resilient in 2012, 
reaching more than $700 
billion, the second highest 
level ever recorded. In 
contrast, FDI flows to 
developed countries 
shrank dramatically to 

$561 billion, almost one third of their peak value 
in 2007. Consequently, developing economies 
absorbed an unprecedented $142 billion more 
FDI than developed countries. They accounted 
for a record share of 52 per cent of FDI inflows 

in 2012 (figure I.1). The global rankings of the 
largest recipients of FDI also reflect changing 
patterns of investment flows. For example, four 
developing economies now rank among the five 
largest recipients in the world; and among the 
top 20 recipients, nine are developing economies  
(figure I.2).

Among developing regions, FDI inflows to 
developing Asia fell by 6.7 per cent as a result of 
decreases across most subregions and major 
economies, including China, Hong Kong (China), 
India, the Republic of Korea, Saudi Arabia and 
Turkey. However, 2012 inflows to Asia still attained 
the second highest level recorded, accounting for 
58 per cent of FDI flows to developing countries. 
FDI inflows to the Association of Southeast Asian 
Nations (ASEAN) went up by 2 per cent as most 
countries in this group saw their FDI rise. FDI flows 
to West Asia declined for the fourth consecutive 
year: with continuing political uncertainty in the 
region and subdued economic prospects globally, 
foreign investors were still wary of making further 
commitments in the region.

FDI to Latin America and the Caribbean maintained 
the high levels it reached in 2011, decreasing  only 
slightly, by 2.2 per cent in 2012. The high levels 

The post-crisis FDI recovery 
that started in 2010 and 2011 

has currently stalled, with 
global FDI flows falling to 

below the pre-crisis level. The 
FDI recovery will now take 

longer than expected.

In 2012, for the first time 
ever, developing economies 

absorbed more FDI than 
developed countries, with 

nine developing economies 
ranked among the 20 largest 

recipients in the world.

Table I.1. Growth rates of global GDP, GFCF,  
trade, employment and FDI, 2008–2014

(Per cent)

Variable 2008 2009 2010 2011 2012 2013a 2014a

GDP 1.4 -2.1 4.0 2.8 2.3 2.3 3.1

Trade 3.0 -10.3 12.5 5.9 2.6 3.6 5.3

GFCF 2.3 -5.6 5.6 4.8 3.7 5.0 5.7

Employment 1.1 0.5 1.3 1.5 1.3 1.3 1.3

FDI -9.3 -33.0 15.8 17.3 -18.2 3.6 17.1

Memorandum:

FDI value 
(in $ trillions) 1.82 1.22 1.41 1.65 1.35 1.40 1.6

Source:   UNCTAD based on United Nations for GDP, IMF for 
GFCF and Trade, and ILO for employment.

a Projections. 
Note: GFCF = Gross fixed capital formation. 
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income increased for each of the three major groups of economies – developed, developing and transition 
– with the largest increases taking place in developing and transition economies. The rates of return on 
FDI are 7 per cent globally, and higher in both developing (8 per cent) and transition economies (13 per 
cent) than in developed countries (5 per cent). Of total FDI income, about $500 billion was retained in host 
countries, while $1 trillion was repatriated to home or other countries (representing on average 3.4 per cent 
of the current account payments). The share of FDI income retained is highest in developing countries; at 
about 40 per cent it represents an important source of FDI financing. However, not all of this is turned into 
capital expenditure; the challenge for host governments is how to channel retained earnings into productive 
investment.

REGIONAL TRENDS IN FDI

Africa: a bright spot for FDI

FDI inflows to Africa rose for the second year running, up 5 per cent to $50 billion, making it one of the few 
regions that registered year-on-year growth in 2012. FDI outflows from Africa almost tripled in 2012, to $14 
billion. TNCs from the South are increasingly active in Africa, building on a trend in recent years of a higher 
share of FDI flows to the region coming from emerging markets. In terms of FDI stock, Malaysia, South 
Africa, China and India (in that order) are the largest developing-country investors in Africa. 

FDI inflows in 2012 were driven partly by investments in the extractive sector in countries such as the 
Democratic Republic of the Congo, Mauritania, Mozambique and Uganda. At the same time, there was 
an increase in FDI in consumer-oriented manufacturing and services, reflecting demographic changes. 

Table 2. Selected indicators of FDI and international production, 1990–2012
Value at current prices

(Billions of dollars)

Item 1990
2005–2007 
pre-crisis 
average

2010 2011 2012

FDI inflows  207 1 491  1 409 1 652 1 351
FDI outflows  241 1 534  1 505 1 678 1 391
FDI inward stock 2 078 14 706  20 380 20 873 22 813
FDI outward stock 2 091 15 895  21 130 21 442 23 593
Income on inward FDI  75 1 076  1 377 1 500 1 507

Rate of return on inward FDI (per cent)  4  7  6.8 7.2 6.6
Income on outward FDI  122 1 148  1 387 1 548 1 461

Rate of return on outward FDI (per cent)  6  7  6.6 7.2 6.2
Cross-border M&As  99  703   344  555  308

Sales of foreign affiliates 5 102 19 579  22 574 24 198 25 980
Value added (product) of foreign affiliates 1 018 4 124  5 735 6 260 6 607
Total assets of foreign affiliates 4 599 43 836  78 631 83 043 86 574
Exports of foreign affiliates 1 498 5 003  6 320 7 436 7 479
Employment by foreign affiliates (thousands) 21 458 51 795  63 043 67 852 71 695

Memorandum:
GDP 22 206 50 319  63 468 70 221 71 707
Gross fixed capital formation 5 109 11 208  13 940 15 770 16 278
Royalties and licence fee receipts  27  161   215  240  235
Exports of goods and services 4 382 15 008  18 956 22 303 22 432

Source: UNCTAD, World Investment Report 2013.
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East Europe, FDI flows almost halved as a result 
of reduced investment from EU countries, the 
main investors in the subregion. In the CIS, FDI 
flows fell only slightly as foreign investors continue 
to be attracted by these countries’ fast-growing 
consumer markets and natural resources. The 
Russian Federation saw FDI flows decline slightly, 
while those to Kazakhstan and Ukraine rose 
modestly. 

of FDI flows to South America were driven mainly 
by the region’s economic buoyancy, attracting a 
significant number of market-seeking investments, 
and by the persistent strength of commodity prices. 
This continued to encourage investments in the 
extractive industries, particularly in Chile, Peru 
and Colombia. FDI to Brazil slowed but remained 
robust, elevating the country to the world’s fourth 
leading investment destination (see figure I.2). FDI 
flows to Central America decreased, mainly as a 
result of a decline in flows to Mexico.

Africa was the only region that saw FDI flows rise 
in 2012 (figure I.3). Flows to North Africa reversed 
their downward trend, and Egypt saw a rebound in 
investment from European investors. FDI inflows to 
sub-Saharan Africa were driven partly by investments 
in the extractive sector in countries such as the 
Democratic Republic of the Congo, Mauritania, 
Mozambique and Uganda. Angola – an important 
holder of FDI stock in Africa – continued to post 
divestments in 2012. 

In 2012, the transition economies of South-East 
Europe and the Commonwealth of Independent 
States (CIS) saw a decline in FDI inflows, driven 
in large part by the plummeting value of cross-
border mergers and acquisitions (M&As). In South-

Figure I.2. Top 20 host economies, 2012
(Billions of dollars)
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20 Sweden (38)
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(x) = 2011 ranking

Source: UNCTAD FDI-TNC-GVC Information System, FDI 
database (www.unctad.org/fdistatistics).

Figure I.1. FDI inflows, global and by group of 
economies, 1995–2012
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Figure I.3. FDI inflows, by region, 2008–2012
(Billions of dollars)
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continued their expansion abroad, the largest 
acquisitions in 2012 took place in the financial 
industry.

The global ranking of the largest FDI investors 
shows the continuing rise of developing and 
transition economies (figure I.6). Two developing 
countries now rank among the five largest foreign 
investors in the world, and for the first time ever, 
China was the world’s third largest investor, after 
the United States and Japan.

Outward FDI from developed countries fell by more 
than $274 billion in 2012, which accounted for 
almost the entire decline in global outflows. Belgium, 
the United States and the Netherlands saw the 
largest declines. FDI dropped in 22 of 38 developed 
economies, including most of the major source 
countries. The continuing Eurozone crisis appears to 
have deterred United States investors from investing 
in Europe, their main target region. European TNCs, 

mainly in the financial industry, heavily divested 
their assets abroad. In contrast, Japan kept up the 
momentum of the previous year to become the 
second largest source of FDI worldwide. A growing 
part of outward FDI from developed countries 
is made up of reinvested earnings, now a record  
61 per cent of the total (figure I.7). While this reflects 
a growing tendency of developed-country TNCs to 
finance overseas expansion from foreign earnings, 
it also reflects the tendency of developed-country 
TNCs to hold large cash reserves in their foreign 
affiliates in the form of retained earnings.

Box I.1. Rising BRICS FDI, globally and in Africa (concluded)

Indian FDI in Africa has traditionally been concentrated in Mauritius, originally because of ethnic links that led to 
FDI in the garment industry, but more recently because of the country’s offshore financial facilities and favourable 
tax conditions. As a result, the final destinations of recent investments have often been elsewhere. However, Indian 
TNCs have recently begun investing in other countries in the region, such as Côte d’Ivoire, Ethiopia, Senegal and 
the Sudan. 

The expansion of Russian TNCs in Africa is fairly recent but has been rapid, reaching $1 billion in 2011. The arrival of 
Russian TNCs has been motivated by a desire to enhance raw-material supplies and to expand into new segments 
of strategic commodities, as well as a desire to access local markets. 

Source: UNCTAD.

Figure I.5. FDI outflows, by region, 2008–2012
(Billions of dollars)
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Figure I.6. Top 20 investor economies, 2012
(Billions of dollars)

Source: UNCTAD FDI-TNC-GVC Information System, FDI 
database (www.unctad.org/fdistatistics).
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2.  Repositioning: the strategic divestment, 
relocation and reshoring of foreign 
operations

A decline in global FDI 
outflows may result from 
fewer (or smaller) global 
investment projects and 
also from divestment 
decisions by TNCs (box I.3). 
In some cases, divestment 
from a location is part of 
a TNC’s repositioning of 
operations internationally 
to reflect changing patterns 

of demand or locational competitiveness. TNCs can 
relocate either to a third country or to their home 
country (reshoring). TNCs engage in reshoring of 
activities when costs associated with offshoring 
become high or the distance between markets or 
activities is disadvantageous.8 

Divestments are a consti tuent element of TNCs’ 
international strategies, repre senting an aspect 
of their positioning of assets and activities in a 
dynamic global economy. Divestment decisions may  
involve the complete or partial sale of foreign 
affiliates by parent firms to local or third-country 
firms, or reduce equity investment by parent firms 
in their foreign affiliates, or complete closure of 
affiliates. Divestment can also be partly or purely 
financial. Where an operation in a host country is 
closed, this may be accompanied by the reshoring 
of operations or activities back to a TNC’s home 
country and/or their relocation from one host 
country to another.

Although data on divestment are scarce, evidence 
shows that it is a significant phenomenon. France, 
Germany, Japan, the United Kingdom and the 
United States are among the few countries that 
report statistics on divestment as a part of their FDI 
dataset. For these countries, the scale of divestment 
is significant, ranging from one third (Japan) to 
two thirds of gross equity outflows (France) in 
2011. For example, in the United Kingdom, gross 
equity outflows were $95 billion in 2011, but equity 
divestment from the country was $43 billion, which 
means that net equity outflows were only $53 billion 
(figure I.28). The scale of divestment varies over time, 
depending on factors such as the business cycle, 

corporate strategies and the business environment. 
Over the period 2000–2010, for instance, the ratio 
of equity divestment to gross equity outflows for 
France was only 39.9 per cent, far lower than the 
2011 figure (67 per cent) (see figure I.28). 

Repositioning decisions may arise from a major 
realignment of locational factors. For instance, 
many United States manufacturing TNCs are 
reconsidering the location of some international 
operations because four trends – rising wage costs 
in developing countries, a weak dollar, technological 
advances such as 3D printing, and falling energy 
costs in the economy (arising from the extensive 
exploitation of shale gas) – are improving the United 
States' manufacturing competitiveness. As a whole, 
however, most repositioning decisions are more 
modest, reflecting the ongoing evolution of the world 
economy, GVCs and TNC strategies.

If divestment is linked to relocation (to a third 
country) or reshoring (back to the home country), 
it is not synonymous with a decline in the number 
of overseas operations by a TNC. Similarly, under 
the best circumstances for a host economy, if 
another company invests in the operation that the 
TNC is divesting from, divestment may not result 
in loss of local employment or productive capacity. 
However, this may not be the case: full closures or 

Many TNCs reprofiled 
their investment overseas 

through divestment. 
Reshoring and relocation of 

foreign affiliates 
are important elements 
of corporate divestment 

strategy. 

Figure I.28. Equity divestment in 2011 
and its ratio to gross equity outflows, 2000–2010,
from France, Germany, Japan, the United Kingdom 

and the United States
(Billions of dollars and per cent)

Source: UNCTAD, based on information from the Banque de 
France; Deutsche Bundesbank, Bank of Japan, United 
Kingdom Office of National Statistics and United States 
Bureau of Economic Analysis.
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Box I.3. TNCs’ strategic repositioning and divestment 

TNCs adopt dynamic strategies towards the global configuration of their activities and, for this reason, divestment 
and new investments go hand in hand. TNCs govern a complex internal system of interlocking value added activities 
positioned across countries. This system evolves continuously, with expansion in one sector or territory sometimes 
accompanied by contraction in another. The composition and organization of value added activities by a TNC 
change continuously to respond to exogenous environmental, technological and social factors, as well as new 
endogenous strategic priorities. The key forms of strategic positioning are defined below. 

Offshoring Offshoring is the process of transferring part or all of the value added activities conducted by a TNC 
from the home country to another. When it engages in offshoring, the TNC maintains ownership over activities 
conducted overseas. This differs from offshore outsourcing, which involves purchasing products or services from 
another firm located overseas. 

Divestment Divestment is the process of reverse investment, involving capital withdrawals and reduction in the 
stock of assets TNCs hold abroad. Divestment can involve either full or partial withdrawals of foreign assets. It is 
difficult to measure globally because FDI statistics are recorded on a balance-of-payments basis. National statistics 
do not report the magnitude of divestment explicitly because they record only net flows or stocks. 

Relocation Relocation is the movement of existing assets, resources and people from one location to another. It can be 
linked to divestment. TNCs may decide to relocate all or part of value added activities in response to new environmental 
conditions or to reflect new strategies adopted by the firm. Relocation can take place within a host country, across 
borders to a new host country or back to the home country of the TNC. 

Reshoring Reshoring is the process through which a TNC relocates all or part of value added activities conducted 
abroad back to the home country of the TNC. 

Nearshoring Nearshoring is the process of positioning all or part of the value added activities in a country that is 
geographically, economically and culturally close to the country of origin of the TNC.  

In terms of operational elements, equity divestment involves asset sales, liquidation and relocation (box figure I.3.1).

Box figure I.3.1. Structure of equity divestment

Source: UNCTAD.

  Complete closure
(liquidation)

 

Asset sales

To local firms

To other countries’ firms

To home country (reshoring)

To other countries, including nearshoring

 

Equity divestment

 Relocation

scaling down of operations can lead to losses in 
employment, local incomes, tax receipts, etc. As 
TNCs continue to give a proportionally greater role to 
NEMs, as opposed to affiliates in their international 
production networks, divestment or reshoring  may 
be further intensified. For instance, the impact of 
reshoring information technology (IT) services away 
from a host country partner is similar to that of 

divesting an affiliate, and with less cost for the TNC, 
which may make such decisions more likely. It is 
therefore incumbent on host country governments 
to be aware of TNCs’ positioning, divestment and 
relocation strategies (including reshoring), both in 
general and in how they are likely to affect the host 
country. 
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FDI flows declined dramatically to developed 
countries in 2012, falling sharply both in Europe 
and in the United States. In Europe, Belgium 
and Germany saw sharp declines in FDI inflows. 
In Belgium – which, with a drop of more than  
$100 billion, accounted for much of the fall – FDI 
flows are often volatile or inflated by the transactions 
of special purpose entities (SPEs). Germany posted 
a large decline of FDI from $49 billion in 2011 to 
$6.6 billion in 2012, owing to large divestments. 
Taken together, FDI flows to the Southern European 
countries affected by sovereign debt problems 
(Greece, Italy, Portugal and Spain) more than halved 
from 2011. The decline of inflows to the United 
States is largely explained by the fall in cross-border 
M&A sales. Despite that fall, the country remained 
the largest recipient of FDI flows in the world. A few 
developed countries bucked the trend and saw FDI 
inflows increase – namely Canada, Ireland, Japan 
and the United Kingdom – although none of these 
increases were significant in historic terms. Of note, 
however, Japan saw positive inflows after two years 
of net divestments. The return of greater stability 
and confidence in the Irish economy has revived the 
activity of TNCs in the country since the crisis.

(ii) FDI outflows

Global FDI outflows fell by  
17 per cent to $1.4 trillion,  
down from $1.7 trillion in 
2011. Developed econo-
mies, in particular those 
in the EU, saw their FDI 
outflows fall close to the 
trough of 2009, in part 
because of uncertainty 

about the euro. In contrast, investors from 
developing countries continued their expansion 
abroad. Together, the share of developing and 
transition economies in global outflows reached 35 
per cent (figure I.4). Among developing and transition 
economies, the BRICS countries (Brazil, the Russian 
Federation, India, China and South Africa) continue 
to be important outward investors (box I.1).

In contrast to the sharp decline of FDI flows from 
developed countries, FDI flows from developing 
economies rose slightly in 2012, amounting to $426 
billion. As a result, their share in global outflows rose 

to a record 31 per cent. Among developing regions, 
FDI outflows from Africa nearly tripled, flows from 
Asia remained unchanged from their 2011 level, 
and those from Latin America and the Caribbean 
declined slightly (figure I.5). Asian countries 
remained the largest source of FDI in developing 
world, accounting for almost three quarters of the 
group’s total.

The rise in outward FDI flows from Africa in 2012 –  
to $14 billion – was mainly due to large flows from 
South Africa in mining, the wholesale sector and 
health-care products. In 2012, FDI outflows from 
developing Asia remained close to the record 
level of 2011, reaching $308 billion. China has 
been one of the main drivers of outflows from 
Asia. Flows from the Republic of Korea, Malaysia, 
Saudi Arabia, Thailand and Turkey rose in 2012. 
In contrast, companies from Hong Kong (China), 
India and Singapore saw their investments abroad 
fall from 2011 levels. Outward FDI from Latin 
America and the Caribbean declined by 2 per cent 
in 2012, to some $100 billion. Outflows from Brazil 
remained restrained by high levels of repayment of 
intercompany loans by Brazilian affiliates abroad 
to their parent companies in Brazil. In contrast, 
Mexico and Chile saw strong increases in their FDI 
outflows. 

Outward FDI flows from transition economies 
declined in 2012, owing to a fall in FDI outflows 
by Russian investors. Although natural-resource-
based TNCs supported by high commodity prices 

Investors from developing 
economies remained bullish  

in 2012. In contrast, 
developed-country TNCs 

continued their wait-and-see 
approach or heavily divested 

their FDI assets.

Figure I.4. Share of major economic groups  
in FDI outflows, 2000–2012

(Per cent)
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Source: UNCTAD FDI-TNC-GVC Information System, FDI 
database (www.unctad.org/fdistatistics).
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Table II.1. FDI flows, by region, 2010–2012
(Billions of dollars and per cent)

Region FDI inflows FDI outflows
2010 2011 2012 2010 2011 2012

World  1 409  1 652  1 351  1 505  1 678  1 391
Developed economies   696   820   561  1 030  1 183   909
Developing economies   637   735   703   413   422   426

Africa   44   48   50   9   5   14
Asia   401   436   407   284   311   308

East and South-East Asia   313   343   326   254   271   275
South Asia   28   44   34   16   13   9
West Asia   59   49   47   13   26   24

Latin America and the Caribbean   190   249   244   119   105   103
Transition economies   75   96   87   62   73   55

Structurally weak, vulnerable and small economies a   45   56   60   12   10   10
  LDCs   19.0   21.0   26.0   3.0   3.0   5.0
  LLDCs   27.0   34.0   35.0   9.3   5.5   3.1
  SIDS   4.7   5.6   6.2   0.3   1.8   1.8
Memorandum: percentage share in world FDI flows

Developed economies   49.4   49.7   41.5   68.4   70.5   65.4
Developing economies   45.2   44.5   52.0   27.5   25.2   30.6

Africa   3.1   2.9   3.7   0.6   0.3   1.0
Asia   28.4   26.4   30.1   18.9   18.5   22.2

East and South-East Asia   22.2   20.8   24.1   16.9   16.2   19.8
South Asia   2.0   2.7   2.5   1.1   0.8   0.7
West Asia   4.2   3.0   3.5   0.9   1.6   1.7

Latin America and the Caribbean   13.5   15.1   18.1   7.9   6.3   7.4
Oceania   0.2   0.1   0.2   0.0   0.1   0.0

Transition economies   5.3   5.8   6.5   4.1   4.3   4.0
Structurally weak, vulnerable and small economies a   3.2   3.4   4.4   0.8   0.6   0.7
  LDCs   1.3   1.3   1.9   0.2   0.2   0.4
  LLDCs   1.9   2.1   2.6   0.6   0.3   0.2
  SIDS   0.3   0.3   0.5   0.0   0.1   0.1

Source: UNCTAD, FDI-TNC-GVC Information System, FDI database (www.unctad.org/fdistatistics). 
a Without double counting.

In 2012, foreign direct investment (FDI) inflows 
decreased in all three major economic groups − 
developed, developing and transition economies 
(table II.1), although at different paces. 

In developed countries, FDI flows fell by 32 per cent 
to $561 billion — a level last seen almost ten years 
ago. The majority of European Union (EU) countries 
and the United States experienced significant 
drops in their FDI inflows. FDI flows to developing 
economies remained relatively resilient, declining by 
only 4 per cent, accounting for 52 per cent of global 
inflows in 2012. Flows to developing Asia and Latin 
America and the Caribbean lost some momentum, 
although they remained at historically high levels. All 
subregions in developing Asia – East and South-
East Asia, South Asia and West Asia – saw their 
flows decline in 2012, compared with the previous 
year. Africa was the only major region to enjoy a year-
on-year increase in FDI inflows in 2012. FDI flows to 
transition economies declined by 9 per cent. 

FDI inflows to the structurally weak, vulnerable and 
small economies rose further in 2012 from a small 

base of $56 billion in 2011 to $60 billion, owing to 
the strong growth of FDI to least developed countries 
(LDCs) and small island developing States (SIDS)
(table II.1). Their share in the world total also rose, to 
4.4 per cent from 3.4 per cent in 2011. 

Outward FDI from developed economies declined 
by $274 billion in 2012, accounting for almost all of 
the fall in global outward FDI. In contrast to the sharp 
decline of FDI flows from developed countries, FDI 
flows from developing economies rose by 1 per 
cent in 2012, amounting to $426 billion. As a result, 
their share in global outflows reached a record  
31 per cent. FDI outflows from Africa almost tripled; 
flows from Asia and Latin America and the Caribbean 
remained almost at the 2011 level. Asian countries 
remained the largest source of FDI, accounting for 
three quarters of the developing-country group’s 
total. Outward FDI flows from transition economies 
declined in 2012, owing to the fall of FDI outflows 
by investors from the Russian Federation – the main 
home country for outward FDI from the region.
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b. FDI by mode and sector/
industry

In 2012 the deterioration 
of the global economic 
situation – in particular the 
deepening of the crisis 
in the Eurozone and the 
slowing of growth in the 
emerging economies – 
clearly depressed investors’ 

drive to launch cross-border investment initiatives. 
Generally speaking, the weakening of global 
demand and the resulting competitive pressure 
pushed most operators to turn their focus to the 
solidity of their balance sheet and the preservation 
of shareholders’ returns rather than on investments 
and growth. This trend involved both greenfield and 
M&A projects.

In the absence of published FDI data by sector for 
2012, this section relies on data on cross-border 
M&As and on announced greenfield FDI invest-
ments1 (see web annex tables for FDI by sector and 
industry in 2011). The estimated capital expenditure 
of announced greenfield projects fell by 33 per cent 
compared with 2011, reaching $600 billion, the  

lowest level in the past 10 years (figure I.8). The con-
traction was even more pronounced in developing 
economies (-38 per cent), raising additional concerns 
about the development impact of the downturn.

The value of cross-border M&As declined by 45 per 
cent, back to levels similar to those of 2009 and 
2010 (figure I.8), after the financial crisis had knocked 
down M&A activity in developed economies.

Compared with the decline in the value of FDI 
projects, the decline in the number of projects was 
more moderate (-15 per cent for greenfield projects 
and -11 per cent for M&A deals). The discrepancy 
is explained by a significant reduction in the size of 
projects; specifically, the average investment value 
decreased by 21 per cent for greenfield projects 
and 38 per cent for cross-border M&As.

All three sectors were heavily hit by the downturn, 
although with different intensities (figure I.9).

The primary sector was the most heavily hit in relative 
terms, in both greenfield projects and cross-border 
M&As. The decline was driven by the downturn in 
the mining, quarrying and petroleum industry, which 
represents the bulk of the overall FDI activity in the 
sector. The contraction was particularly dramatic in 
developing countries, where the announced value 
of greenfield projects fell to one fourth of the 2011 
value. Similarly, FDI inflows to developing eco-
nomies generated by cross-border M&A activities 
plunged from some $25 billion in 2011 to a slightly 
negative value, revealing a predominant divestment 
trend by foreign investors in the sector.

Manufacturing was the sector with the largest 
decrease in FDI project value in absolute terms, 
originating mainly from a decline in the value of 
greenfield projects across all three groups of 
economies – developed, developing and transition 
economies. The retreat in greenfield project activity 
is confirmed by a significant decline in the number 
of such projects, down by 21 per cent globally. By 
contrast, the decline in the value of cross-border 
M&As was driven primarily by a decrease in the 
average deal value, as weak business sentiment 
– particularly in some developed economies – 
prevented companies from engaging in large 
projects.

Services turned out to be the sector least affected, 
despite sharing the overall fall with the primary and 

Figure I.7. FDI outflows by components for 37 selected 
developed countries,a 2007–2012
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Source: UNCTAD FDI-TNC-GVC Information System, FDI 
database (www.unctad.org/fdistatistics).

a  Countries included are Australia, Austria, Belgium, Bermuda, 
Bulgaria, Canada, Cyprus, the Czech Republic, Denmark, 
Estonia, Finland, France, Germany, Greece, Hungary, Iceland, 
Ireland, Israel, Italy, Japan, Latvia, Lithuania, Luxembourg, 
Malta, the Netherlands, New Zealand, Norway, Poland, 
Portugal, Romania, Slovakia, Slovenia, Spain, Sweden, 
Switzerland, the United Kingdom and the United States.

Note:  Data for reinvested earnings may be underestimated 
as they are reported together with equity in some 
countries.

The deterioration of the global 
crisis hit FDI in all three 

sectors. Services displayed 
higher resilience and 

gained share at the expense 
of both the primary and 
manufacturing sectors.
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manufacturing sectors. In particular, the relatively 
limited decrease in the number of greenfield projects 
(-8 per cent), especially to developing countries (-4 
per cent), offers reassurance about the fundamental 
resilience of highly strategic services industries such 
as business services, trade, finance and transport. 
These industries have represented a key FDI growth 
engine in recent years and also contributed to the 
creation of a stronger entrepreneurial environment. 
On the negative side, a significant decrease in the 
average value of greenfield FDI projects (-16 per 
cent in developing countries) lowered the level of 
capital flows considerably. Similar dynamics held 

for M&A initiatives, where the fall in value was due 
primarily to the lower propensity of investors to 
enter high-value deals rather than to a decline in 
the volume of activity.

The different sectoral performances changed 
the composition of the value of FDI projects with 
some remarkable effects, especially for greenfield 
projects (see figure I.10). In fact, as the global 
crisis in some key developed countries worsened 
and spread from the “financial” to the “real” 
sphere, the manufacturing sector lost ground to 
the services sector. The long-term trend leading 

Figure I.8. Historic trend of FDI projects, 2003–2012
(Billions of dollars)
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Source: UNCTAD FDI-TNC-GVC Information System, cross-border M&A database for M&As and information from the Financial 
Times Ltd, fDi Markets (www.fDimarkets.com) for greenfield projects.

Figure I.9. FDI projects by sector, 2011–2012
(Billions of dollars)
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from the Financial Times Ltd, fDi Markets (www.fDimarkets.com) for greenfield projects.
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differences became apparent in how individual 
industries were affected (figure I.11).

Mining, quarrying and petroleum, representing by 
far the bulk of the primary sector, was heavily hit 
by falling commodity prices and declining demand. 
Manufacturing industries that are closely linked 
upstream to extractive activity were exposed to 
similar adverse industrial dynamics, resulting in 
a comparably poor FDI performance. In fact, the 
three industries in which FDI declined most in 
2012 were mining, quarrying and petroleum and 
two manufacturing industries (metals and metal 
products and coke, petroleum products and  
nuclear fuel) that process extractive material.
Together, the three industries accounted for almost 
50 per cent of the overall decrease in the value of 
announced greenfield projects (corresponding to 
some $130 billion).

The FDI contraction was particularly dramatic in 
developing economies, where the already unstable 
market environment was further complicated by 
the changes of the investment climate in some 
countries rich in natural resources. 

On the M&A side, the FDI picture confirms a 
pessimistic investment outlook for the extractive 

Figure I.11. Ten industries with the largest declines in greenfield FDI projects in 2012
(Billions of dollars and per cent)
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Figure I.10. Distribution of the value of greenfield 
investment projects, by sector, 2003–2012

(Per cent)

Source: UNCTAD based on information from the Financial 
Times Ltd, fDi Markets (www.fDimarkets.com).
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to the dominance of services activity in FDI was 
reinforced, though its amount declined. Also, 
growing marginalization trend of the primary sector 
seems to have picked up, with the sector’s share 
in announced greenfield projects declining to some 
4 per cent, corresponding to half of its 2011 share 
and less than one fourth of its 2003 share.

Although the impact of the crisis was widespread, 
across the spectrum of productive activities, clear 



FDI in the EU 
Percentage	  of	  Gross	  Fixed	  Capital	  Forma6on	   Percentage	  of	  Gross	  Domes6c	  Product	  

Outward	   Inward	   Outward	   Inward	  
World	   11,0	   10,8	   2,3	   2,4	  
EU	   22,5	   16,4	   4,6	   3,3	  
	  	  	  	  	  	  	  	  	  	  Greece	   3,3	   3,0	   0,8	   0,8	  
	  	  	  	  	  	  	  	  	  	  Italy	   7,4	   6,7	   1,5	   1,3	  
	  	  	  	  	  	  	  	  	  	  Germany	   10,7	   8,3	   2,0	   1,4	  
	  	  	  	  	  	  	  	  	  	  Ireland	   27,2	   19,9	   6,4	   2,4	  
	  	  	  	  	  	  	  	  	  	  Denmark	   16,0	   10,6	   3,3	   2,4	  
	  	  	  	  	  	  	  	  	  	  Portugal	   15,1	   12,2	   3,7	   2,5	  
	  	  	  	  	  	  	  	  	  	  Finland	   25,5	   18,2	   4,9	   2,7	  
	  	  	  	  	  	  	  	  	  	  Slovenia	   5,2	   11,4	   1,3	   2,9	  
	  	  	  	  	  	  	  	  	  	  Austria	   14,2	   14,6	   3,0	   3,1	  
	  	  	  	  	  	  	  	  	  	  Spain	   21,4	   10,8	   5,9	   3,2	  
	  	  	  	  	  	  	  	  	  	  France	   29,0	   17,5	   5,7	   3,6	  
	  	  	  	  	  	  	  	  	  	  Poland	   3,2	   20,4	   0,6	   3,9	  
	  	  	  	  	  	  	  	  	  	  Lithuania	   2,4	   17,9	   0,6	   4,1	  
	  	  	  	  	  	  	  	  	  	  United	  Kingdom	   31,5	   24,7	   5,4	   4,2	  
	  	  	  	  	  	  	  	  	  	  Sweden	   41,6	   23,0	   7,2	   4,7	  
	  	  	  	  	  	  	  	  	  	  Hungary	   6,9	   22,2	   1,5	   4,8	  
	  	  	  	  	  	  	  	  	  	  Netherlands	   58,9	   29,3	   11,9	   4,9	  
	  	  	  	  	  	  	  	  	  	  Latvia	   1,7	   17,6	   0,5	   5,1	  
	  	  	  	  	  	  	  	  	  	  Czech	  Republic	   1,5	   23,9	   0,4	   6,0	  
	  	  	  	  	  	  	  	  	  	  Romania	   0,2	   25,7	   0,1	   6,2	  
	  	  	  	  	  	  	  	  	  	  Slovakia	   1,3	   31,0	   0,3	   7,5	  
	  	  	  	  	  	  	  	  	  	  Cyprus	   20,4	   44,3	   3,8	   8,5	  
	  	  	  	  	  	  	  	  	  	  Luxembourg	   88,8	   51,3	   18,7	   9,9	  
	  	  	  	  	  	  	  	  	  	  Estonia	   10,1	   34,9	   3,1	   10,6	  
	  	  	  	  	  	  	  	  	  	  Malta	   8,1	   59,3	   1,6	   11,5	  
	  	  	  	  	  	  	  	  	  	  Belgium	   34,8	   64,0	   6,9	   12,8	  
	  	  	  	  	  	  	  	  	  	  Bulgaria	   0,7	   67,7	   0,2	   16,7	  
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Figure IV.1.  Value added trade: how it works

Source: UNCTAD.
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and indirect through business linkages), the 
employment generation and working conditions in 
GVCs, the potential for technology dissemination 
and skill building through GVCs, and the social 
and environmental impacts of GVCs, as well as 
the potential contribution of GVCs to upgrading 
and long-term industrial development. Finally, 

Section D discusses policy implications, proposing 
a “GVC policy framework” focusing on the role of 
GVCs in development strategy, on the synergies 
between trade and investment policies, on trade 
and investment promotion, and on mainstreaming 
sustainable development and inclusive growth in 
GVC policies.

A. GVCs and patterns of value added trade and investment

1.  Value added trade patterns in the 
global economy

At the global level, the 
average foreign value 
added in exports is 
approximately 28 per cent 
(figure IV.2). That means, 
roughly, that about $5 
trillion of the $19 trillion 
in 2010 world exports of 
goods and services has 
been contributed by foreign 

GVCs cause “double 
counting” in global gross 

trade figures. This is a 
growing phenomenon as 

most countries increasingly 
participate in GVCs. Only 

the domestic value added 
in exports contributes to 

countries’ GDP. 

countries for further exports and is thus “double 
counted” in global trade figures.4 The remaining 
$14 trillion is the actual value added contribution of 
trade to the global economy (or about one fifth of 
global GDP).

These figures differ significantly by country and by 
industry, with important policy implications:

At the country level, foreign value added in 
exports measures the extent to which the 
GDP contribution of trade is absorbed by 
other countries upstream in the value chain, 
or the extent to which a country’s exports are 
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Table IV.1. Perspectives on GVCs  

International Business
“Firm perspective”

Economics
“Country perspective”

Defining concepts GVCs are defined by fragmented supply 
chains, with internationally dispersed tasks 
and activities coordinated by a lead firm (a 
TNC).

GVCs explain how exports may incorporate 
imported inputs; i.e. how exports include 
foreign and domestically produced value 
added.

Scope GVCs are present predominantly in industries 
characterized by such supply chains, with 
typical examples including electronics, 
automotive and textiles (although the scope 
is widening to agriculture and food and 
offshore services, among others).

GVCs and value added trade, by design and 
by the necessities of statistical calculation, 
encompass all trade; i.e. all exports and 
imports are part of a value chain. 

Role of investment 
and trade

Investment and trade are complementary but 
alternative modes of international operation 
for firms; i.e. a firm can access foreign 
markets or resources by establishing an 
affiliate or through trade. 

Investment is needed to build export capacity 
(i.e., it creates the factors of production 
required to generate value added exports); 
both investment and value added in exports 
are GDP contributors.

Source: UNCTAD. 

dependent on imported content. It is also an 
indication of the level of vertical specialization 
of economies: the extent to which economic 
activities in a country focus on particular tasks 
and activities in GVCs. 

At the industry level, the average foreign 
value added is a proxy for the extent to which 
industry value chains are segmented or 
“fine-sliced” into distinct tasks and activities 
that generate trade, compounding the 

double-counting effect. This is important 
for policymakers in designing, for example, 
industrial development, trade and investment 
promotion policies. 

Developed countries, as a whole, at 31 per cent 
have a higher share of foreign value added in 
exports than the global average (figure IV.3); i.e. the 
import dependence of exports in those countries 
appears higher. However, this picture is distorted by 
the weight in global figures of internal trade within 

Figure IV.2.  Value added in global trade, 2010

Source: UNCTAD-Eora GVC Database, UNCTAD estimates.
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Figure IV.3. Share of foreign value added in exports, by region, 2010
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The average foreign value added share of exports 
and the degree of double counting in global exports 
of an industry provide a rough indication of the 
extent to which industries rely on internationally 
integrated production networks, as it proxies the 
extent to which intermediate goods and services 
cross borders until final consumption of the 
industry’s output. 

Traditionally, a select number of manufacturing 
industries have been at the forefront of value 
chain segmentation (“fine-slicing” of value chains) 
and of associated trends such as outsourcing 
and offshoring. The electronics and automotive 
industries, where products can be broken down 
into discrete components that can be separately 
produced, easily transported and assembled in 
low-cost locations, have led the way in shaping 
GVCs and consequently rank highest by share of 
foreign value added in trade (figure IV.4). A number 
of industries that incorporate and process outputs 
from extractive industries and traded commodities 

(e.g. petroleum products, plastics, basic chemicals) 
follow closely behind. The extractive industries 
themselves naturally rank much lower as they 
require little imported content of exports apart from 
some services. Foreign value added in exports 
is thus not a fully fledged indicator of the GVC 
complexity of industries; extractive industries are 
clearly a fundamental “starting point” of many 
GVCs, not because of their use of foreign value 
added, but because they constitute value added 
inputs in many other industries’ exports. Similarly, 
services industries – e.g. business services, finance, 
utilities – also rank low in terms of imported content 
of exports as they use fewer intermediate inputs 
and their involvement in GVCs typically occurs 
through value added incorporated in exported 
manufactured goods. 

Clearly, GVCs do not equate with industries. A value 
chain for a given product may incorporate value 
added produced by many different industries (e.g. 
manufactured products incorporate value added 

World Investment Report 2013: Global Value Chains: Investment and Trade for Development130

Figure IV.7. Domestic value added in trade as a share of GDP, by region, 2010

Source:  UNCTAD-Eora GVC Database.
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Factors that influence the share of domestic value 
added in exports include:

Size of the economy. Large economies, such 
as the United States or Japan, tend to have 
significant internal value chains and to rely 
less on foreign inputs. There are important 
exceptions, including China, Germany and the 
United Kingdom. 

Composition of exports and position in GVCs. 
Countries that have significant shares of natural 
resources, oil or other commodities in their 
exports, such as the Russian Federation and 
Saudi Arabia, tend to have higher shares of 
domestic value added trade, as such exports 
are at the “beginning” of GVCs and require few 
foreign inputs. Countries that have significant 
services exports such as India also tend to 
capture relatively more value (although India’s 
exports of natural resources are important as 
well). In contrast, countries that have significant 

shares of exports in highly segmented 
industries (see figure IV.4) may need to import 
more to generate exports.

Economic structure and export model. 
Countries with significant shares of entrepôt 
trade, such as Hong Kong (China), Singapore 
or the Netherlands, will have higher shares of 
foreign value added. The same applies for 
countries with important processing trade 
sectors.

The combination of these three factors explains 
most countries’ domestic value added shares 
(net of policy factors which will be explored later). 
For example, China, on the one hand, is a large 
economy with an increasingly important internal 
supply chain. On the other hand, it has a significant 
share of processing trade and is an important 
exporter of electronics, the industry with the most 
complex GVC linkages. As a result, its domestic 
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Figure IV.4. Share of foreign value added in exports, selected industries, 2010

Source:  UNCTAD-Eora GVC Database.
Note:  Illustrative list of industries selected based on significance in GVCs, at various levels of industry classification.
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Figure IV.5. Share of foreign value added in exports, 
developed and developing economies, 

selected industries, 2010

Source:  UNCTAD-Eora GVC Database.
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from services industries). The global average shares 
by industry of foreign value added ignore the fact 
that each industry may be part of and contribute to 
many different value chains. 

Global industry averages also disguise significant 
differences by country or region (figure IV.5). 
Foreign value added shares in the textile industry 
are much higher in developed than in developing 
countries, confirming that the latter provide much 
of the semi-finished inputs used by developed-
country exporters. Electronics is another industry in 
which developed countries import a greater share 
of the value added in their exports. In contrast, in 
machinery, chemicals and the automotive industry, 
developing countries tend to use more foreign 
inputs for the production of their exports. 

Because exports incorporate foreign produced 
value added, the share of domestic value added in 
exports by country can be quite different (figure IV.6). 

Figure IV.6. Domestic value added trade shares of the top 25 exporting economies, 2010
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value added share balances at about the global 
average of 72 per cent.

Domestic value added created from trade – the 
actual contribution of trade to GDP after discounting 
imported value added – can be significant relative to 
the size of local economies. While the contribution 
of trade to global GDP is about one fifth, this share 
is higher in developing and transition economies 
(figure IV.7). It is particularly high in Africa, West Asia 
and the transition economies owing to the relative 
importance of exports of natural resources there 
and, in part, to the relatively small size of the local 
“non-tradables” economy. The contribution of trade 
to GDP is high also in East and South-East Asia; on 
this measure, that region rivals the highly integrated 
European market. This high share not only 
reflects the export competitiveness of these Asian 

economies but also their higher share of domestic 
value added in trade compared with Europe.

The value and share of developing-country exports 
that depend on GVCs, because of either upstream 
links (foreign value added in exports) or downstream 
links (exports that are incorporated in other products 
and re-exported) is quite significant (figure IV.8). 
East and South-East Asia remains the region with 
the highest level of GVC participation, reflecting its 
primacy as the most important region for export-
oriented manufacturing and processing activities. 
Central America (including Mexico) also has a high 
participation rate, but whereas it ranked equal with 
South-East Asia in terms of foreign value added in 
exports, it has a lower downstream participation 
rate, reflecting the fact that it exports relatively more 

Figure IV.8. GVC participation, 2010, and GVC participation growth rates, 2005–2010

Source:  UNCTAD-Eora GVC Database.
Note:  GVC participation indicates the share of a country’s exports that is part of a multi-stage trade process; it is the foreign 

value added used in a country’s exports (upstream perspective) plus the value added supplied to other countries’ exports 
(downstream perspective), divided by total exports. GVC participation growth here is the annual growth of the sum of 
the upstream and downstream component values (CAGR).
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to the United States domestic market rather than 
for onward exports. 

Commodity-exporting regions have a significantly 
higher GVC participation rate than their foreign 
value added share would suggest, indicating that 
much of their exports are processed and their 
value added incorporated in third-country exports 
– i.e. they operate at the starting point of GVCs. 
South Asia remains the lowest ranked region in 
terms of GVC participation, partly because of 
exports of natural resources, and because much 
of the services exports from the region satisfy final 
demand in importing countries and are not used to 
produce further exports.

However, South Asia is the region with the highest 
GVC participation growth rate, albeit from a low 
base. Transition economies also show faster than 
average growth. Nearly all developing regions 
outpace the developed world in GVC growth. 
It should be noted that much of the growth in 
GVC participation in developing countries, on this 
measure, must be attributed to downstream use 
in GVCs of natural resources and raw materials. 
Although downstream use is the more positive 
component of participation, in the sense that it 
contributes to GDP, the lack of parallel growth of the 
upstream component confirms that many poorer 
developing countries are still behind in accessing 
more fragmented GVCs.

As noted above, GVC participation – or the role that 
individual countries play in international production 
networks – is driven by many different factors, from 
size of the economy to industrial structure and level 
of industrialization, composition of exports and 
positioning in value chains, policy elements, and 
others. As a result, countries with very different 
characteristics may be very similar in the ranking of 
GVC participation (figure IV.9).

The GVC participation of many countries relates 
substantially to GVC interactions within their 
respective regions. Instead of a global reach, most 
value chains have a distinctive regional character, as 
shown in figure IV.10. North and Central American 
value chain links are especially strong, as are intra-
European Union ones. The largest extraregional 
bilateral GVC flows are between Germany and the 
United States, China and Germany, and Japan and 
the United States, in that order.

Figure IV.9. GVC participation rate of the top 25 
exporting economies, 2010

Source:   UNCTAD-Eora GVC Database.
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Figure IV.10. Share of intra-regional GVC flows in total 
GVC participation, selected regions, 2010

Source:  UNCTAD-Eora GVC Database.
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firms in most economies engages in international 
trade, and trading activity tends to be highly 
concentrated. In the EU, the top 10 per cent of 
exporting firms typically accounts for 70 to 80 per 
cent of export volumes, while this figure rises to 96 
per cent of total exports for the United States, where 
about 2,200 firms (the top 1 per cent of exporters, 
most of which are TNC parent companies or foreign 
affiliates) account for more than 80 per cent of 
total trade. The international production networks 
shaped by TNC parent companies and affiliates 
account for a large share of most countries’ trade.5

On the basis of these macro-indicators of 
international production and firm-level evidence, 
UNCTAD estimates that about 80 per cent of 
global trade (in terms of gross exports) is linked 
to the international production networks of TNCs, 
either as intra-firm trade, through NEMs (which 
include, among others, contract manufacturing, 
licensing, and franchising), or through arm’s-length 
transactions involving at least one TNC (figure IV.14 
and box IV.3).

The international production networks of TNCs, 
within which most trade takes place, are heavily 
geared towards providing those value added inputs 

required to generate trade. For example, GVCs 
make extensive use of services: while the share of 
services in gross exports worldwide is only about 20 
per cent, almost half (46 per cent) of value added in 
exports is contributed by service-sector activities, 
as most manufacturing exports require services 
for their production. This provides a parallel with 
global FDI stock, two thirds of which is allocated 
to services activities (figure IV.15).6 This picture is 
essentially the same  for developed and developing 
countries. 

The involvement of TNCs in generating value 
added trade is strongly implied by the statistical 
relationship between FDI stock in countries and 
their GVC participation rates (figure IV.16). The 
correlation is strongly positive and increasingly 
so over time, especially in the poorest countries, 
indicating that FDI may be an important avenue for 
developing countries to gain access to GVCs and 
increase their participation.

Ranking countries by the ratio of FDI stock over 
GDP and grouping them in quartiles (figure IV.17) 
shows that the group of countries with the most FDI 
relative to the size of their economies tend to have 
three characteristics:

Figure IV.14. Global gross trade (exports of goods and services), by type of TNC involvement, 2010

Source:  UNCTAD estimates (see box IV.3).
Note:  *  Including contract manufacturing in electronics, automotive components, pharmaceuticals, garments, footwear, toys; 

and IT services and business process outsourcing (see WIR11). TNC arm’s length trade may include other NEM trade.
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A higher relative share in global value trade 
compared with their share in global exports.

While the link between FDI and TNC activities, on 
the one hand, and value added trade patterns, on 
the other, can thus be established at the macro 
level, determining how TNCs and their networks 
of affiliates and contractual partners shape value 
added trade patterns through firm-level evidence 
remains challenging. Information on TNC ownership 
structures and financial figures is fragmented, 
and transactions between co-affiliates within the 
same group are typically not reported. For a given 
country-industry combination, by matching TNC 
network structures with industry value added 
inputs and outputs, it is possible to derive intra-firm 
sourcing and supply propensities (see box IV.4 for 
methodological details and data sources).

The Thai automotive industry provides a clear 
example of the pivotal role of TNCs in shaping 
patterns of value added trade and domestic value 
creation (table IV.2). It is one of the fastest growing 
industries in Thailand, accounting for about 
$34 billion in gross output. Some 80 per cent of 
production is exported. The domestic value added 
share is about 25 per cent of the export value. Of 
that 25 per cent of domestic value added, only 60 

per cent is produced by firms in the automotive 
industry, and 40 per cent is contributed by firms in 
supplier industries, including services (further detail 
on such local linkages in section C). 

More than half of the gross output of the industry 
is produced by a relatively small group of foreign 
affiliates of TNCs: 52 foreign affiliates, part of 35 
business groups or TNC networks – corresponding 
to 4 per cent of the total number of companies 
registered (some 1,300) – produce 56 per cent of 
total output. To a large extent, these foreign affiliates 
also drive the upstream and downstream linkages 
of the industry in Thailand. 

The total TNC network of the 52 foreign affiliates 
in Thailand comprises some 6,000 co-affiliates 
located in 61 countries around the world (the sum 
of affiliates of all 35 business groups). About 27 per 
cent of the foreign value added used by individual 
affiliates in Thailand (of the 75 per cent of foreign 
value added in exports) is sourced intra-firm from 
within their own TNC networks or business groups. 
On the downstream side, an estimated 65 per 
cent of foreign affiliate exports is absorbed by firms 
within their own network. Downstream linkages are 
more concentrated, with potential intra-firm export 
connections limited to some 850 co-affiliates. 

Figure IV.15. Sector composition of global gross exports, value added trade, and FDI stock, 2010

Source:  UNCTAD-Eora GVC Database, UNCTAD FDI Database.

7% 11% 7%

71%

43%

26%

22%

46%

67%

Gross exports Value added 
in trade

Inward FDI 
stock

Services

Manufacturing

Primary sector



2-3
1 

Types of foreign production!

1. natural resource seekers !
2. market seekers!
3. efficiency seekers!
4. strategic asset or capability seekers. !
!
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Types of foreign production!

Natural resource seekers (vertical FDI)!
•  acquire particular and specific resources of a higher quality at a lower 

real cost than could be obtained in their home country!
a.  seeking physical resources !

Ø  primary producers and manufacturing enterprises, from both developed 
and developing countries, who are driven to engage in FDI by the motives 
of cost minimisation and security of supply sources !

b.  seeking cheap and well-motivated unskilled or semi-skilled labour. !
Ø  undertaken by manufacturing and service MNEs from countries with high 

real labour costs!
Ø  Most of this type of MNE activity has been in the more advanced 

industrialising developing countries !
c.  prompted by the need of firms to acquire technological capability, 

management or marketing expertise and organisational skills.!
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Types of foreign production!

Market seekers (horizontal FDI)!
§  enterprises that invest in a particular country or region to supply goods or services to 

markets in these or in adjacent countries!
§  Markets serviced previously by exports from the investing company which, either because 

of tariff or other cost-raising barriers imposed by host countries, or because the size of the 
markets now justifies local production, are no longer best supplied by this route.!

§  Sometimes, however, an enterprise may seek to replace its exports to a foreign market by 
investing in a third country and exporting to that market from there!

§  Apart from market size and the prospects for market growth, market-seeking investment 
may be prompted by !

1.  need to follow their customes overseas.!
2.  need to adapt products to local tastes or needs.!

o   In addition, without familiarising themselves with local language, business customs, legal requirements and marketing procedures, foreign 
producers might find them- selves at a disadvantage vis-à-vis local firms!

3.  costs of serving the market from a distance!
4.  have a physical presence in the leading markets served by its competitors.!
5.  the action of host governments encouraging such investment (e.g. tariffs, BIT)!



2-3
4 

Types of foreign production!

Efficiency seekers!
•  to rationalise the structure of established resource-based or market-

seeking investment in such a way that the investing company can gain 
from the common governance of geographically dispersed activities !
•  economies of scale and scope and of risk diversification !

•  They stem from cross-border product or process specialisation and the 
opportunities for arbitraging cost and price differentials across the 
exchanges. !

•  The intention of the efficiency-seeking MNE is to take advantage of 
different factor endowments, cultures, institutional arrangements, 
demand patterns, economic policies and market structures, by 
concentrating production in a limited number of locations to supply 
multiple markets. !

!

!
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Types of foreign production!

Strategic asset seekers!
•  to promote their long-term strategic objectives – especially that of 

sustaining or advancing their global competitiveness. !
•  both established MNEs pursuing an integrated global or regional strat- 

egy, and first-time foreign direct investors seeking to access or to buy 
some kind of competitive strength in an unfamiliar market. !

•  the motive for strategic asset-seeking investment is less to exploit 
specific cost or marketing advantages over their competitors and more 
to augment the acquiring firm’s global portfolio of physical assets and 
human competences!

•  the expectation is that the acquisition, merger or joint venture will bring 
some benefits to the rest of the organisation of which it is part. !
•  This it might do, for example, by opening up new markets, creating R&D 

synergies or production economies, buying market power, lowering 
transaction costs, accessing new organisational skills, spreading 
administrative overheads, advancing strategic flexibility and enabling risks to 
be better spread.!

!
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Types of foreign production!

Strategic asset seekers!
•  Examples strategic FDI to protect or advance the investing firm’s long- 

term competitive position:!
•  to thwart a competitor from so doing. !
•  merge with one rival to strengthen their joint capabilities !
•  acquire a group of suppliers to corner the market for a particular raw material. !
•  seek to gain access over distribution outlets to better promote its own brand 

of products. !
•  buy out a firm producing a complementary range of goods or services so that 

it can offer its customers a more diversified range of products. !
•  join forces with a local firm in the belief that it is in a better position to secure 

contracts from the host government that are denied to its exporting 
competitors. All these are examples of. !

!
!


