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PREFACE

Greater openness in the world economy has intensified international competition and
expanded the potential role of foreign direct investment. Transnational corporations have
responded to these changes by adopting new structures and strategies to locate and govern
their activities at the regional and global levels. For substantial sectors of the world economy,
an integrated international production system is emerging. The World Investment Report
1993 described these trends in some detail. But the impact of these developments is not
confined to changes in corporate governance or in the nature of international economic
integration. It extends to the quantity and quality of employment, human resource
development and, more generally, to the organization of work. These concerns are the focus
of the World Investment Report 1994.

Transnational corporations directly account for nearly one-tenth of the world's paid
employment in non-agricultural activities, although the share of their employment in the
world's total labour force is considerably less. Because the evolution towards a more
integrated world economy has coincided with slower economic growth and the steady rise of
unemployment in developed countries, the short-term impact of cross-border corporate
restructuring and relocation has come under even closer scrutiny in recent years. But longer-
term and indirect effects on employment flowing from the activities of transnational
corporations are also important. In particular, as created assets help, more and more, to shape
international competitiveness, the skills profile, training schemes and industrial relations
practices of transnational corporations assume greater relevance for all countries.

The new international setting is characterized by widespread liberalization, including
in the area of foreign direct investment. This also involves a redefinition of the relationships
of the principal actors in the market -- firms, trade unions -- with each other and with
governments.  As liberalization proceeds, it will be essential that greater freedom is
accompanied by greater responsibility, for both transnational corporations and trade unions.
There is also a growing need for cooperation among all three actors to ensure that a more
open environment is also one in which the benefits from greater efficiency and growth are
made available to all members of society. The analysis and evidence presented in the World
Investment Report 1994 seck to improve the understanding of these new roles and
responsibilities.

Carlos Fortin —
Officer-in-Charge
Geneva, July 1994 United Nations Conference on Trade and Development
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