TABLE OF CONTENTS v

Table of contents

Page
PREFACE viririrrnvcsrinnreniesnsniinessssnmresmsssmsssisssssassiassssnesressnssnssrsssassarsassassses iii
OVERVIEW carrtntnntntsetesissnnessesnisssesssesstessisssssssasssnsssssssssassassentos xiii

PART ONE
THE GEOGRAPHY OF INTERNATIONAL PRODUCTION

INTRODUCGTION aiiiiiisiiiiiiisinnniissniisssinassisssssssssississssisssssessssssssssssssses 3
CHAPTER I. THE GLOBAL PICTURE ...rirrnriinnininniensnnesseniesnnnes 5
A. The geographical dynamics of FDI: the setting......ccccccvcrecrrirsarcranas 5
B. The growth of FDI in 2000 ........ccccceecrsnrererrecncressrossesesnessssconsesorassanassasse 9

1. Developed COUNTIIES ...cccimiiete ettt r e rees e e s s e se e nn e eeenene 9

Q. URILEA STALES .oovvveviiviririniiiviniiiicciiisioniesisisisorisesss s sisssssssessaosisssasssons 12

b. EUropearn URIOM ..ot sssescee st et seeeste e saeas 12

Co JAPAI oottt erte st s et e st e ssba s ar e e et e sba s 18

d. Other developed COUNLTIES ......coevcveevceiiinnieciriiniinnecciicceeesiissrenaenas 19

2. Developing COUNLIIES .....cocviiiviiiereerenie e eece e e seeesn e n s 19

Qo AfTICA oottt sttt ree et st aa e s s sttt e s e see e et asae s bt eesneseneens 19

b. Developing ASIf ...t e 23

c. Latin America and the CAribbean ...........vvoveivveveeerervcsissssserssesisnans 29

d. The least developed COURITIES ..o.cvivvueeeivruiniriiiiiiiiiicciiciir e, 30

3. Central and Eastern BUrOPE ........occvviiivviiri et ireee e e 34

C. The InWard FDI INAeX ...cuiissnnnnsicsssnsssessssssesssssesssssassoessassnssnsssasses 39
INOEES Luveeeverieeeeirieirireee e st e e et e e stesbe s e ssae s s e e et e s e e sa et e s beeaaseesaseeessneaneesaneenemreaane 44
CHAPTER 1I. MAPPING INTERNATIONAL PRODUCTION.............. 47

A. Global patterns ......icoseasssncnsssnessessacssass sereasssnresassssassasssnsssssssessass 47



vi World Investment Report 2001: ?J'orfzoling Linkages
Page
1. FDIPAIEINS ..o eeeeeseneosessessseeseeeemmssessessseeeeessessssssessssees e 47
2. Some COmMPArative PAMEITIS .....c.eceeeeeeerisrsisisaseeencscecsesesenseeeseeesssssssseseseseesaes 53
B. Sub-national patterns veeraserssnsrasessses svssssessssasens corernsnnasases 59
C. Industrial and functional patterns............. cosessesansans erssnrssansestasens conensaes 66
1. Industrial location and the role of CIUSLETS ......oooveeeeiecreereeee e seer e, 66
2. The location of corporate fUnCHONS ............cvvovvrerivereeieeeeeeeeeeeeeeeeeeeneses e, 72
INOLES .ottt bttt e e st s st n e e e et eeeee s s sarann 88
CHAPTER III. THE LARGEST TRANSNATIONAL
CORPORATIONS orrrrcrnnininnnsrssestniesssesssssssasssssssssssssasssstssssonensassssssssssnns 89
A. The 100 largest TNCs worldwide............ veserasessaneae .93
L HIGHIGRES ...ttt ess e e e 93
2. TransnationAlity .........cococccviinverieerecueninees s sseseresessessssesessesessessesessens 96
B. The largest 50 transnational corporations from
developing COUNLIIes........ccccereerereressecnronsesseaseasnas sesasssssssssesstosasesesssnse 104
C. The largest 25 TNCs from Central and Eastern Europe ............ 114
NOLES oot se ettt ess st e e mesensesae s s s ssebe s e sseseee 119
CONCLUSION occiiinnsisisisssnsnsacnsssssssnsssssssesssesesssssensosssesssssssssssssssssssssasesas 121
PART TWO
PROMOTING-LINKAGES BETWEEN FOREIGN
AFFILIATES AND DOMESTIC FIRMS
INTRODUCTION .utiiiririencniiresssnnneacenesesaressssssssssssssssssessessssssessnssesesssssssnsnens 127
CHAPTER 1V. BACKWARD LINKAGES: IMPACT,
DETERMINANTS AND TNC EXPERIENCE ..uucovirerereresensenersssesesesssees 129
A. Why backward linkages matter .........cecvveenreenene 129
B. Linkage determinants ............... eerrrsanassanes cesanenasesnas 133



TABLE OF CONTENTS vii

Page
C. Creating and deepening linkages: what companies do................. 140
1. Finding new local SUPPLIELS ..ccooveiiiiiieiiiitire e 140
2.  Transferring teChnoloZY ....ccoceeevrvieiomeneniiniineciteni e 140
3. Providing traifling ......ccoeerivereercrcrinriernnisssiesssssrsssiesr e essssssssssasasssesens 144
4.  Sharing information ... e 149
5. Extending financial SUPPOIL .....coerervienrievnsiniesisiisees e snennenee 151
D.  CONCIUSIONS ciiniiisrenrnsssessnsessissssssssssrssasssassnssssessasessesassossosasssase resssssasesase 152
INOTES ovevierirrreeteerressereesseeesbresassreesteseeesee e e e neer e s s bas bt sabsb b e b s enbansnesse b mesaentanssanes 153
Annex to chapter IV, Supplier development activities
by foreign affiliates.....ccceercerevrcrinivenseeccarconsonss SO — cresssssesnsenees 157
CHAPTER V. POLICIES TO STRENGTHEN LINKAGES ............... 163
A. The role of government PoliCy .....ccoccninrencsncicnennrecsissenssasssssssssassens 163
B. Trade and investment measures influencing linkages .................. 165
C. Specific measures to assist the creation and
deepening of linkages......ccernrrersaees tesssssessussnanansesane cesesessssssssansesassses 173
1. Information and matchmaking ........ccccooveevriicrnciiniiininreneeaes 174
2. Technology UPErading ........ccccceeimeearerrcuerrnrriessnsrisnsnnssneesssssessessosasassnns 175
3. TEAIMING .eoveeeeiieieeceeeece e rcee et e sasb st ssses b srese s ensesr e b rasenensesa e tasbassesns 178
B, FINADCE ...oovrveeerercaeeiesereeeesesesesesessesssssssasasaseseseessssasasssssasssseesesessssres P 180
D. Specific government linkage promotion programmes....... vesoessons 183
INOLES coitviivriirrirreceiierrrreceetesteesneessesaee e stestteshssibe s s e s s e shs s b e s n e ssesanansnsebasasbrsssnne 193
Annex to chapter V. Additional country programmes ........ocecessessses 197
CHAPTER VI. KEY ELEMENTS OF o
A LINI\@AGE PROMOTION PROGRAMME .......ucorcirrrinreeernnenesancssansanas 209
A. Setting policy objectives ............. ssetsssesrcsnorensionesns S ceeressassneses 211

B. ' Identifying the targets.....c..... vressssssareseresans eessnesrsressasarses sresessssrerassare w212



viii World Investment Report 2001: Promoting Linkages

Page
C. Areas for specific policy Measures ... 213

D. Organizational and institutional framework ........cnececcens 214

REFERENCES ottt ssnssssssssssassssssssnans vereenne 217
ANNEX A. ADDITIONAL TEXT TABLES AND FIGURES................. 235
ANNEX B. STATISTICAL ANNEX ....... RO JK.

SELECTED UNCTAD PUBLICATIONS ON TRANSNATIONAL

CORPORATIONS AND FOREIGN DIRECT INVESTMENT..............347
QUESTIONNAIRE ............ sesesssasessistrssanisrassbatesastenatsasanesstbes etebassesassstts 356
Boxes
I.1. FDI regimes i 2000 .....ocoieiieieecrenriiset s s e ne e st sts b sa s sb e st ssrrseseassbesnsnsresasanrsssnees 6
1.2.- FDI boom in Hong Kong, China: what’s behind the numbers?.......ccvveeeereeevccereensinsensvesesneens 24
L.3. The evolving profile of FDI in China.......cccviniicninnncninccccese s ve s easseersasse e vreses 26
1.4. FDILID YUZOSLAVIA c.eeuvesiririiiiiiiiisitniccietirsnee e b sressssnsesssssssarassesesseanessnssassssesasasasnsensnsasesersonns 35
L.5. Government support for investors in HUNZAry ... nasnseene 37
IL.1. Cross-border M&AS In 2000 ...ttt ettt s v ses s vesaesasasarsssens 53
I1.2. Inward FDI at the sub-national level: some eXamples .......ccoocovvcnineiicscncninrcenirsresreneres 62
I1.3. FDI in high technology industries in California ... 73
I1.4. FDI in the electronics industry in Penang, Malaysia ... 74
IL.5. FDI in financial services in the City of London .........ccvenveeeverncrcceere s 75
III.1. Assessing the international spread of the world’s largest TNCS ...ccovvevevevereennenresneeneennns 103
II1.2. Lukoil’s acquisition of Getty PEtIOIEUIN ...ccveveeverensicreiernneresecesrennseseieseaessssssensssnsssesssssasssesens 119
iv.1. ENGTEK: from a backyard business to a global supplier .......cccovencrvrnrerrnernseesserenen 129
Iv.2. Linkages to first-tier foreign SUPPLETS ...ocvvvecrirreerereninrseeeniesse e sesssessserensssesenssssssssares 132

IvV.3. Evidence on backward lINKAges ......c.coovovvivciviiicninnncictss e st saes s bessarnssssrsnnes 134 .
Iv.4. Linkages in the Peruvian mining industry ........ocovvcvemreernrnessssessrsssssessssssesessssesessessesessanens 138
IV.5. Sourcing in the food retailing industry: Carrefour and McDonald’s in Argentina............... 139
Iv.6. Nestlé’s supplier development programme in Ching ......ccccecevvrcmerneeierseresssesessssssessrsnens 141
Iv.7. Cooperation between foreign affiliates and local suppliers:

the case of LG Electronics in India ..ot 144
IV.8. Upgrading supplier capabilities in the food processing industry in India......ccoevcvveecnennn. 145
IV.9.  URIEVET i VIEE NAI coccoeeemmemmseereersenereseses s sesssssssssssssssssssssssesssssssssssssssssssssssa s ssssssnes 146
IV.10.  Fostering linkages with local suppliers: the case of Toyota Motor Thailand ...........c.ccue..... 146
IV.11.  The SMART model of Intel Malaysial ...ccoccerreiererieenieneerere st e e eeseersssssessesssssseanesanes 149
IV.12.  Motorola’s backward linkage programme in China ......occeeeeroneienenieiinnieiteeeeee e 150
V.1. Suzuki’s local sourcing in HUDZATY ..ot ceecnissn et asresessnanans 166

V.2. The TRIMs Agreement in BIief ..ot n e nens 167



