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PREFACE

The continuing expansion of transnational corporations, the regionalization and globalization of
firms, the emergence of an integrated international production system and some legal and policy
implications of these processes are the focus of the World Investment Report 1993.

There are some 37,000 transnational corporations in the world, with over 170,000 foreign affiliates.
This volume analyzes their evolving strategies and changing organizational structures, and the
implications of the increasing functional, cross-national integration of their activities for the location of
international production.

In spite of an overall decline in world-wide flows of foreign direct investment in the early 1990s,
there are many features of the world economic environment pointing to a continuing and important role
for transnational corporations. World investment continues to drive international trade and world output.
Flows of foreign direct investment to developing countries—with the exception of Africa—are
continuing to rise. Transnational corporations are continuing to invest in the newly opened economies
of Central and Eastern Europe. And transnational corporations from developing countries are expanding
their activities abroad.

The early 1990s have also witnessed increasing cross-national economic integration, with the single
market of the European Community, the European Economic Area, the North American Free Trade
Agreement, MERCOSUR and ASEAN as the most visible examples. Perhaps of greater significance is
the emergence of an integrated international production system, brought about by the activities of
transnational corporations which are increasingly integrating across borders the functions required to
produce goods and services. This integration presents opportunities and challenges for both host and
home countries, and, in particular, raises important issues for developing countries that are seeking to
improve their development prospects by integrating their economies more closely into the world
economy. It also raises a number of new policy issues, such as the definition of the nationality of the
transnational firm, the determination of the tax base of the firm and the complex relationships between
parent firms and their foreign affiliates.

Policy and regulatory frameworks need to adapt to the emerging integrated international production
system, if the benefits of regionalization and globalization are to be spread as widely as possible. The
analysis and evidence presented in the World Investment Report 1993 should assist policy makers in
formulating policies, especially in light of the emerging integrated international production system. It
should also contribute to a greater awareness of the need for harmonization of policies among host
countries in order to avoid policy competition as each country seeks to be the location of choice in the
emerging system of integrated international production.

The Report was prepared by staff of the Programme on Transnational Corporations (the former
Centre on Transnational Corporations), which was transferred to UNCTAD earlier this year.

272K
Kenneth K.S. Dadzie

Secretary-General
New York, July 1993 United Nations Conference on Trade and Development
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