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Globalization in Trouble
Wounded by 3 nasty body-blows in just a dozen of years:

– The financial crash of 2008-2009
– The Sino-American trade war more recently
– COVID-19 pandemic lockdowns sealing borders and disrupting 

commerce

Several epochs of integration, but the trading system emerging in the 
1990s went further than ever before. China became the world’s factory. 
Borders opened to people, goods, capital and information.

Sadly, global governance has been lacking. The underlying anarchy of 
the system is currently being exposed. 

Is this just a start?



Foreign Direct Investment
(UNCTAD WIR 2020)



1. Global trends

Global foreign direct investment (FDI) flows continued their slide in 2018, falling by 13 
per cent to $1.3 trillion from a revised $1.5 trillion in 2017 (figure I.1).1 The decline – the 
third consecutive fall in FDI – was mainly due to large repatriations of accumulated foreign 
earnings by United States multinational enterprises (MNEs) in the first two quarters of 2018, 
following tax reforms introduced at the end of 2017, and insufficient compensation from 
upward trends in the second half of the year. 

The fall took place despite an 18 per cent rise in cross-border merger and acquisitions 
(M&As) (from $694 billion in 2017 to $816 billion in 2018). The negative trend is also in 
contrast to a 41 per cent jump in announced greenfield investment values (from $698 billion 
to $981 billion).

FDI flows declined sharply in developed countries and economies in transition while those 
to developing countries remained stable, rising by 2 per cent. As a result, developing 
economies accounted for a growing share of global FDI, at 54 per cent, from 46 
per cent in 2017.

Repatriations of United States multinationals’ foreign earnings abated in the second half of 
2018. The lifting of tax liabilities on accumulated foreign earnings of United States MNEs 
may have contributed to the M&A boom recorded in the last quarter, limiting the global 
FDI decline for the year, after projections based on the first six months had estimated that 
annual inflows would be down by more than 40 per cent. 

A.  CURRENT FDI TRENDS

FDI in!ows, global and by economic group, 2007–2018 (Billions of dollars and per cent)Figure I.1.

0

500

1 000

1 500

2 000

2 500

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Developed economies

World total
Transition economies

Developing economies

34
-28%

557
-27%

$1297
-13%

54% 
706
+2%

Source: UNCTAD, FDI/MNE database (www.unctad.org/fdistatistics).

2 World Investment Report 2019   Special Economic Zones



Business factors. Structural changes in the nature of international production are also at 
work. The adoption of digital technologies in global supply chains across many industries 
is causing a shift towards intangibles and increasingly asset-light forms of international 
production, as reaching global markets and exploiting efficiencies from cross-border 
operations no longer requires heavy asset footprints (WIR17). The trend is visible in the 
divergence of key international production indicators – on a scale from tangible to intangible 
– with a substantially flat trend for FDI and trade in goods and much faster growth for 
both trade in services and international payments for intangibles (royalties and licensing 
fees) (figure I.12).

FDI in!ows and the underlying trend, 1990–2018 (Indexed, 2010 = 100)Figure I.11.

1990s: 21% Post-crisis: 1%

0

50

100

150

1990 2000 2008 2018

FDI underlying trend

FDI 

2000–2007: 8%
FDI underlying trend,

average annual growth rate

Source: UNCTAD, FDI/MNE database (www.unctad.org/fdistatistics); UNCTAD estimates. 
Note: The FDI underlying trend is a composite index (incorporating balance of payments and other variables), constructed by removing the effect on FDI of !uctuations in M&As, 

intracompany loans and offshore "nancial !ows through appropriate smoothing techniques. 

Table I.5. Inward FDI rates of return, 2010–2018 (Per cent)

Region 2010 2011 2012 2013 2014 2015 2016 2017 2018

World 8.0 8.5 7.7 7.5 7.6 6.9 6.8 6.8 6.8

Developed economies 6.4 6.7 6.1 5.9 6.4 6.0 5.9 5.9 6.0

Developing economies 11.0 11.5 10.1 9.9 9.5 8.4 8.2 8.1 7.8

Africa 11.9 12.0 11.7 11.4 9.6 6.5 5.0 6.0 6.5

Latin America and the Caribbean 9.7 9.8 8.5 7.0 6.3 4.5 5.4 6.2 6.2

Asia 11.4 12.2 10.6 10.8 10.7 10.0 9.6 9.0 8.5

East and South-East Asia 12.5 13.4 11.6 11.9 11.8 11.1 10.4 9.9 9.4

South Asia 8.9 7.6 7.2 6.7 6.1 5.5 6.4 5.6 5.3

West Asia 6.0 6.8 5.6 5.5 5.0 4.7 4.8 3.5 3.4

Transition economies 12.1 14.8 14.6 13.2 13.2 9.0 10.2 11.6 12.4

Source: UNCTAD based on data from IMF Balance of Payments database.
Note: Annual rates of return are measured as annual FDI income for year t divided by the average of the end-of-year FDI positions for years t and t - 1 at book values.

Chapter I  Global Investment Trends and Prospects 15



Global Investment Trends

• Declining global FDI in 2018
Global foreign direct investment (FDI) flows declined by 13% to $1.3tr. This was the 3rd
consecutive drop in a raw. Reflecting repatriations of capital by US MNEs due to tax 
legislation passed in late 2017. Still, cross-border M&As increased by 18% to $816b. And 
greenfield investments by 41% to $981b.

• Developing countries accounted for a growing 
share of global FDI

FDI flows declined sharply in developed countries and economies in transition while those 
to developing countries remained stable, rising by 2%. As a result, developing economies 
accounted for a growing share of global FDI, at 54%, from 46% in 2017. 
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Global FDI flows rose modestly in 2019, following the sizable declines registered in 2017 
and 2018. At $1.54 trillion, inflows were 3 per cent up (figure I.6). They remained below 
the average of the last 10 years and some 25 per cent off the peak value of 2015. The rise 
in FDI was mainly the result of higher flows to developed economies, as the impact of the 
2017 tax reforms in the United States waned. Flows to transition economies also increased, 
while those to developing economies declined marginally. FDI stock increased by 11 per 
cent, reaching $36 trillion, on the back of rising valuations in global capital markets and 
higher MNE profitability in 2019.

 1. FDI by geography

a. FDI in!ows

FDI flows to developed economies rose by 5 per cent, to $800 billion, from 
their revised level of $761 billion in 2018. The increase occurred despite weaker 
macroeconomic performance and policy uncertainty 
for investors, including trade tensions and Brexit. 

The trend was mainly driven by FDI dynamics in 
Europe, where inflows increased by 18 per cent to 
$429 billion. Several European countries experienced 
strong volatility. For example, flows to Ireland reached 
$78 billion in 2019, from -$28 billion in 2018. FDI in 
some of the larger economies decreased. Inflows 
halved in Germany and fell slightly in France and the 
United Kingdom. 

Flows remained flat in North America, at $297 billion 
(figure I.6). Despite a slight decline of FDI in the 
United States (-3 per cent), that country remained 
the largest recipient of FDI (figure I.7). Declining FDI 
flows were also registered in Australia, mainly due to 
a decrease in the value of cross-border M&As. 

FDI flows to developing economies declined 
marginally, by 2 per cent, to $685 billion. Since 
2010, flows to developing economies have been 
relatively stable, hovering within a much narrower 
range than those to developed countries, at an 
average of $674 billion. 

The slump in FDI flows to Africa in 2019, by 10 
per cent to $45 billion, was due to more moderate 
economic growth and dampened demand for 
commodities. This reduced flows to countries with 
relatively more diversified FDI inflows (e.g. South 
Africa, Morocco and Ethiopia) as well as flows to 

B.  2019 FDI TRENDS
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commodity-exporting economies (e.g. Nigeria, the Sudan). Few countries received higher 
inflows in 2019. Flows to Egypt – the largest recipient of FDI in Africa – increased by 11 per 
cent to $9 billion. In 2019, FDI flows into developing Asia declined by 5 per cent, to $474 
billion. Despite the decline, it remained the largest FDI recipient region, hosting more 
than 30 per cent of global FDI flows. The decline was driven primarily by a 34 per cent 
fall in Hong Kong (China). The largest five recipients were China, Hong Kong (China), 
Singapore, India and Indonesia. With reported inflows reaching an all-time high, China 
continued to be the second largest FDI recipient after the United States. FDI flows to 
Latin America and the Caribbean (excluding financial centres) increased by 10 per cent 
to $164 billion. FDI rose in Brazil, Chile, Colombia and Peru, much of it in commodities, 
although investment in utilities and services increased as well. In 2019, Latin America and 
the Caribbean also became a hotspot for FDI in renewable energy. Transition economies 
saw FDI inflows increase by 59 per cent, to $55 billion, prompted by a recovery of FDI 
in the Russian Federation, an uptick in Ukraine following two years of decline and an 
increase in newly liberalizing Uzbekistan. 

FDI in!ows, top 20 host economies, 2018 and 2019 (Billions of dollars)Figure I.7.
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All regions and economic groupings will see negative FDI growth rates in 2020 (table I.3). 
Developed economies as a group are projected to see a decline of between -25 and 
-40 per cent. FDI in Europe will fall most (-30 to -45 per cent relative to 2019), as the 
vehemence of the virus adds to economic fragility in several large economies. Due to the 
economic integration of investment and trade within the EU, shocks in individual countries 
will easily propagate within the region. 

Developing economies as a group are expected to see a larger decrease in the range of 
30 per cent to 45. Developing economies appear more vulnerable to this crisis (contrary 
to the situation after the global financial crisis, which had a much stronger effect on FDI to 
developed countries). Their productive and investment footprints are less diversified and 
thus more exposed to systemic risks. Dependence on commodities for Latin America and 
the Caribbean and Africa and on GVC-intensive industries for Asia push these regions to 
the frontline of the crisis from an FDI perspective. Political responses and support measures 
– critical at this juncture to limit the depth of the crisis and initiate a recovery – are likely to be 
significantly weaker in these regions than in developed economies because of their tighter 
fiscal space. Longer term, developing economies may be further penalized by the trend 
towards re-shoring or regionalization of international production, which could accelerate in 
response to the COVID-19 crisis.

Group of economies/region
Projections

2017 2018 2019 2020

World 1 700 1 495 1 540 920 to 1 080

Developed economies 950 761 800 480 to 600

Europe 570 364 429 240 to 300

North America 304 297 297 190 to 240

Developing economies 701 699 685 380 to 480

Africa 42 51 45 25 to 35

Asia 502 499 474 260 to 330

Latin America and the Caribbean 156 149 164 70 to 100

Transition economies 50 35 55 30 to 40

Memorandum: annual growth rate (per cent)

World -14 -12 3 (-40 to -30)

Developed economies -25 -20 5 (-40 to -25)

Europe -16 -36 18 (-45 to -30)

North America -40 -2 0 (-35 to -20)

Developing economies 7 0 -2 (-45 to -30)

Africa -10 22 -10 (-40 to -25)

Asia 7 -1 -5 (-45 to -30)

Latin America and the Caribbean 14 -5 10 (-55 to -40)

Transition economies -25 -31 59 (-45 to -30)

Source:  UNCTAD, FDI/MNE database (www.unctad.org/fdistatistics).
Note:  Projections are based on UNCTAD’s forecasting model (box I.1) and expert judgement. Numbers are rounded.

Table I.3. FDI in! ows and projections, by group of economies and region, 
2017–2019, and forecast 2020 (Billions of dollars and per cent)



than doubled to $73 billion due to the merger of Bayer with Monsanto (United States) for 
$57 billion – the largest deal in 2018 – large negative flows of intracompany loans netted 
out much of the increase in equity investment. 

Japanese MNEs became the largest investors in the world, despite a decline in outward FDI 
of 11 per cent to $143 billion. The slow-down in the overall M&A activity of Japanese MNEs 
was the result of a 40 per cent decline in their outward FDI in developed countries, mainly 
in the United States but also in the United Kingdom. Their investment in Asia increased by 
31 per cent to $49 billion, mainly in China, India and the Republic of Korea. 

Outward investment by MNEs from developing economies declined by 10 per cent 
to $418 billion. Outflows from developing Asia fell by 3 per cent to $401 billion. Investment 
from Chinese MNEs declined for the second consecutive year – by 18 per cent – to $130 
billion, as a result of government policies to curb overseas investment, as well as increased 
screening of inward investment in the United States and Europe. The country, nonetheless, 
was the second largest investor in the world after Japan (figure I.6). 

Outward FDI from West Asia reached a historic high of $49 billion in 2018, with MNEs from 
Saudi Arabia, the United Arab Emirates and Turkey mainly responsible for the increase. 
FDI from Saudi Arabia almost tripled to $21 billion, mainly in technology, finance and 
infrastructure activities. Turkish companies are increasingly investing in Africa. 

Outward investment by Latin American MNEs plunged in 2018 to a record low of $7 billion, 
heavily influenced by negative outflows from Brazil and decreased investments from Chile. 
Outflows from Brazil fell to -$13 billion, as foreign affiliates continued funneling financial 
resources (often raised in overseas capital markets) back to their parents. MNEs from 
Mexico increased their outward FDI to $6.9 billion. 

At $38 billion, FDI outflows from transition economies were unchanged in 2018. The 
Russian Federation accounts for the bulk of the outward FDI in this group (95 per cent). The 
country’s outflows rose by 7 per cent to $36 billion, driven mainly by reinvested earnings 
and the extension of intracompany loans to established affiliates. 

Figure I.5. Developed economies: FDI out!ows, and share in world out!ows, 2005−2018 
(Billions of dollars and per cent)
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2.  Trends in green!eld investment projects 
and cross-border M&As by sector

In 2019, the values of net cross-border M&As and announced greenfield projects  
decreased (figure I.10). The value of greenfield projects decreased by 14 per cent to  
$846 billion. A lower average project size was the main driver, as investment activity 
measured by the number of projects fell by only 1 per cent. The value of net cross-border 
M&As fell by 40 per cent to $491 billion, the lowest level in the last five years. The decrease 
was mainly due to the lack of large deals, as the number of deals declined only by 4 per cent. 

FDI out!ows, top 20 home economies, 2018 and 2019 (Billions of dollars)Figure I.9.
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1. Key indicators of international production

In 2019, international production continued to expand (table I.7). Estimated values for sales 
and value added of MNE foreign affiliates rose by 1.9 per cent and 7.4 per cent, respectively. 
Employment in foreign affiliates reached 82 million, an increase of about 3 per cent over 
the previous year. The rate of return on inward FDI generated by foreign affiliates in host 
economies continued its moderate decline to 6.7 per cent in 2019 from 7 per cent in 2018.

C.  INTERNATIONAL 
PRODUCTION

Table I.7. Selected indicators of FDI and international production, 
2019 and selected years

Item

Value at current prices ($ billions)

1990
2005–2007

(pre-crisis average)
2017 2018 2019

FDI in! ows  205 1 414 1 700 1 495 1 540

FDI out! ows  244 1 452 1 601  986 1 314

FDI inward stock 2 196 14 484 33 218 32 944 36 470

FDI outward stock 2 255 15 196 33 041 31 508 34 571

Income on inward FDIa  82 1 027 1 747 1 946 1 953

Rate of return on inward FDI b 5.3 9.0 6.8 7.0 6.7

Income on outward FDIa  128 1 102 1 711 1 872 1 841

Rate of return on outward FDI b 8.3 9.6 6.2 6.4 6.2

Cross-border M&As  98  729  694  816  483

Sales of foreign af" liates 6 929 24 610 29 844 30 690c 31 288c

Value added (product) of foreign af" liates 1 297 5 308 7 086 7 365c 8 000c

Total assets of foreign af" liates 6 022 55 267 101 249 104 367c 112 111c

Employment by foreign af" liates (thousands) 27 729 58 838 77 543 80 028c 82 360c

Memorandum

GDPd 23 522 52 428 80 606 85 583 87 127

Gross " xed capital formationd 5 793 12 456 20 087 21 659 21 992

Royalties and licence fee receipts  31  172  369  397  391

Source:  UNCTAD.
Note: Not included in this table are the value of worldwide sales by foreign affiliates associated with their parent firms through non-equity relationships and of the sales of the parent 

firms themselves. Worldwide sales, gross product, total assets, exports and employment of foreign affiliates are estimated by extrapolating the worldwide data of foreign affiliates 
of MNEs from Australia, Austria, Belgium, Canada, Czechia, Finland, France, Germany, Greece, Israel, Italy, Japan, Latvia, Lithuania, Luxembourg, Portugal, Slovenia, Sweden and 
the United States for sales; those from Czechia, France, Israel, Japan, Portugal, Slovenia, Sweden and the United States for value added (product); those from United Kingdom 
and the United States for assets; those from Czechia, Japan, Portugal, Slovenia, Sweden and the United States for exports; and those from Australia, Austria, Belgium, Canada, 
Czechia, Finland, France, Germany, Italy, Japan, Latvia, Lithuania, Luxembourg, Macao (China), Portugal, Slovenia, Sweden, Switzerland and the United States for employment, 
on the basis of three-year average shares of those countries in worldwide outward FDI stock.

a Based on data from 174 countries for income on inward FDI and 143 countries for income on outward FDI in 2019, in both cases representing more than 90 per cent of global inward 
and outward stocks.

b Calculated only for countries with both FDI income and stock data. The stock is measured in book value. 
c Data for 2018 and 2019 are estimated based on a fixed-effects panel regression of each variable against outward stock measured in book value and a lagged dependent variable for 

the period 1980–2017.
d Data from IMF (2020a).



represented by General Electric (United States), which was at the top of the ranking for 
many years and is now sliding down the list following a series of divestments totalling 
more than $120 billion at the end of 2018. These divestments started in 2016 with its 
financial services division, which until then provided about half of the group’s profits, and 
will ultimately reduce the company’s sectors of operation from more than 10 to just two: 
aviation and power.

The shedding of non-core businesses by industrial conglomerates in the top 100 
has also been the result of pressure from shareholders. Conglomerates’ shares are 
no longer commanding a premium as in the past but are trading at a discount. Active 
hedge fund managers have been playing a key role behind the trend, as in the case of 
Cevian pushing for the break-up of ThyssenKrupp, and ABB and Third Point influencing 
United Technologies. 

In 2018, top global companies invested more than $350 billion in R&D, representing 
over a third of business-funded R&D worldwide. The top 100 list includes global leaders 

Source: UNCTAD, based on information from Re!nitiv Eikon.
Note: The !gure lists non-automotive industrial !rms in the 2010 ranking of the global top 100 MNEs. Firms above the line are still in the 2019 ranking. In 2010, in place of the 

three merged companies there were either one company (Dow Chemical, Linde AG) or two (Lafarge and Holcim). Caterpillar Inc (United States) and ABB Ltd (Switzerland) 
exited the ranking despite acquisitions as these were either domestic or not large enough to stay above the threshold level of foreign assets for the top 100 list. 

Top industrial MNEs’ total  divestments and investments (foreign and domestic), 
cumulative 2010–2018 (Billions of dollars)

Figure I.16.
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in the key industries contributing to R&D: ICT, pharmaceuticals and automotive. The top 
three R&D investors were all from technology and digital industries: Amazon.com (United 
States) with almost $29 billion of expenditures in 2018, followed by Alphabet (United States) 
with $21 billion, and Samsung Electronics (Republic of Korea) with $17 billion. Including in 
the sample the top 100 MNEs from developing and transition economies produces a list 
of the top 20 R&D investors that captures a large part of innovation expenditures across 
the world. The top innovators are concentrated among technology MNEs from the United 
States and a few emerging economies (mainly the Republic of Korea and China), followed 
by developed-economy pharmaceutical and automotive firms (table I.8). Among the top 
MNEs, global international traders, utilities and extractive companies invested the least 
in R&D. Top R&D investors from emerging economies were – after Samsung Electronics 
– Huawei Technologies (China) with $15 billion, and China Mobile (China) with $6 billion.2 

Given the differences in size between MNEs, the absolute value of R&D expenditures is 
not a reliable guide to the importance of R&D in maintaining a company’s competitive 
edge. For example, the oil company Sinopec (China) invested $1.2 billion in R&D in 2018, 
representing only 0.3 per cent of its revenues. Thus, especially for the ranking of MNEs 
from developing and transition economies, it is more indicative to look at R&D expenditure 
as a percentage of total revenue (i.e. R&D intensity). This changes the ranking among 
industries, with pharmaceuticals showing the highest intensities.

In the top 100 MNEs from developing and transition economies, only a few spend 
more than 5 per cent of sales on R&D. This is due mostly to the industry composition 
of the list and the prevalence of big industrial or extractive conglomerates (table I.9). 
However, even comparing like for like industries, the R&D expenditures by companies from  
developing countries remain lower. For example, comparing the R&D intensity in the 
automotive industry shows an average of 1.2 per cent for the two companies in the 
developing-country list (Hyundai and Tata Motors), compared with 4.7 per cent in the 
global list (11 companies).

Ranking Company Country Industry
R&D 

expenditures 
($ billion)

R&D 
intensity

1 Amazon.com, Inc United States Tech 28.8 12.4
2 Alphabet Inc United States Tech 21.4 15.7
3 Samsung Electronics Co, Ltd Korea, Rep. of Tech 16.5 7.5
4 Huawei Technologies China Tech 15.3 14.1
5 Microsoft Corp United States Tech 14.7 13.3
6 Apple Inc United States Tech 14.2 5.4
7 Intel Corp United States Tech 13.5 19.1
8 Roche Holding AG Switzerland Pharmaceuticals 12.3 20.3
9 Johnson & Johnson United States Pharmaceuticals 10.8 13.2

10 Toyota Motor Corpa Japan Automotive 10.0 3.6
11 Volkswagen AG Germany Automotive 9.6 3.4
12 Novartis AG Switzerland Pharmaceuticals 9.1 16.5
13 Robert Bosch GmbH Germany Automotive 8.7 9.2
14 Ford Motor Co United States Automotive 8.2 5.1
15 P! zer Inc United States Pharmaceuticals 8.0 14.9
16 General Motors Co United States Automotive 7.8 5.3
17 Daimler AG Germany Automotive 7.5 3.9
18 Honda Motor Co Ltd Japan Automotive 7.3 5.1
19 Sano! France Pharmaceuticals 6.7 16.0
20 Siemens AG Germany Industrial 6.4 6.7

Source: UNCTAD, based on information from Re! nitiv Eikon and Orbis.
a 2017 data.

Table I.8. Top 20 R&D investors from the top 100 MNEs (global and developing and transition 
economies), by expenditure, 2018 (Billions of dollars, R&D intensity)
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FDI in R&D activities is growing. MNEs establish R&D activities abroad to locate close 
to markets, to access pools of skilled resources, or to cluster near knowledge centres. 
R&D-related greenfield investment projects are significant in number and growing. During 
the last five years 5,300 R&D projects were announced, representing about 6 per cent of 
all investment projects, and up from 4,000 in the previous five years. For pharmaceutical 
companies, R&D-related projects can account for as much as 17 per cent of all greenfield 
projects (figure I.17). Software and IT services follow, with about 15 per cent of their 
greenfield projects related to R&D. 

Ranking Company Country Industry R&D expenditures R&D intensity
1 Huawei China Tech 15 300 14.1
2 United Microelectronics Corp Taiwan Province of China Tech 424 8.5
3 Samsung Electronics Co, Ltd Korea, Rep. of Tech 16 451 7.5
4 Tencent Holdings Ltd China Tech 3 465 7.3
5 China Mobile Ltd China Telecom 6 421 5.9
6 SK Hynix Inc Korea, Rep. of Tech 2 047 5.6
7 Cheng Shin Rubber Industry Co, Ltd Taiwan Province of China Industrial 173 4.8
8 Advanced Semiconductor Engineering Inc Taiwan Province of China Tech 394 4.0
9 Midea Group Co Ltd China Tech 1 218 3.1

10 Lenovo Group Ltd China Tech 1 274 2.8
11 Qingdao Haier Co Ltd China Industrial 739 2.7
12 Oil and Natural Gas Corp Ltd India Extractives 1 236 2.2
13 POU Chen Corp Taiwan Province of China Industrial 203 2.1
14 China Communications Construction Co Ltd China Construction 1 457 2.0
15 Wistron Corp Taiwan Province of China Tech 469 1.6

Source: UNCTAD, based on information from Re! nitiv Eikon and Orbis.

Table I.9. Top 15 R&D investors among the top 100 MNEs from developing and transition 
economies, 2017 (Millions of dollars, R&D intensity)

R&D-related projects as a share of total announced projects, 
by industry, 2010–2018 (Per cent of projects)

Figure I.17.
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Ranking in 
WIR19

Ranking in 
WIR17 Company Home economy Industry

6 (6) Volkswagen Group Germany Motor vehicles
18 (18) Enel SpA Italy Electricity, gas and water
28 (27) Deutsche Telekom AG Germany Telecommunication
30 (33) EDF SA France Electricity, gas and water
32 (23) Eni SpA Italy Petroleum re! ning and related industries
40 (81) China COSCO Shipping Corp Ltd China Transport and storage
42 (54) Nippon Telegraph & Telephone Corp Japan Telecommunication
50 (46) Airbus SE France Aircraft
51 (37) Engie France Electricity, gas and water
52 (52) Orange SA France Telecommunication
56 (44) China National Offshore Oil Corp (CNOOC) China Mining, quarrying and petroleum
59 (55) Equinor ASA Norway Petroleum re! ning and related industries
62 (..) State Grid Corp of China China Electricity, gas and water
67 (..) China National Chemical Corp (ChemChina) China Chemicals and allied products
69 (68) Renault SA France Motor vehicles
97 (..) China Minmetals Corp (CMC) China Metals and metal products

Source: UNCTAD.

Table I.10. SO-MNEs in the UNCTAD ranking of the top 100 MNEs, 2017 and 2019

Figure I.19. Distribution of SO-MNEs by ownership, governance and size, 2018 (Per cent)
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Note:  Majority-owned shares in voting rights greater than 50 per cent; minority includes golden shares; large have total assets over $5 billion. 

example involves Tri-ring Group, a Chinese provincial SO-MNE, which was purchased by 
a private company, the Wuhan Kingold Industrial Group.   

The resulting geographical distribution of SO-MNEs did not change significantly compared 
with that reported in WIR17. European SO-MNEs accounted for a little more than a third of 
all SO-MNEs, and another 45 per cent were in China and other developing Asian economies. 

SO-MNEs vary considerably:

Ownership: The influence governments can exercise on companies varies significantly 
according to their shareholding, from minority participation (or golden share) to majority (or 
total ownership). Although it is possible for governments holding a minority stake or a golden 
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Global Investment Prospects

• Dramatic fall in FDI expected in 2020 due to 
COVID-19

Global FDI flows are forecast to decrease by up to 40% in 2020, from their 2019 value 
of $1.54 trillion. This would bring FDI below $1 trillion for the first time since 2005. 
FDI is projected to decrease by a further 5-10% in 2021 and to initiate a recovery in 
2022. A rebound in 2022, with FDI reverting to the pre-pandemic underlying trend, is 
possible, but only at the upper bound of expectations. 

• Highly uncertain outlook
Prospects depend on the duration of the health crisis and on the effectiveness of policy 
interventions to mitigate the economic effects of the pandemic. Geopolitical and 
financial risks and continuing trade tensions add to the uncertainty. 





Global Investment Prospects
• International production grew rapidly during the 1990s and 2000s 

and stagnated in the 2010s. Flows of cross-border investment in 
physical productive assets stopped growing in the 2010s, the growth 
of trade slowed down, and GVC trade declined. 

• The 2010s were only the quiet before the storm…. The crisis caused 
by the COVID-19 pandemic arrived on top of existing challenges 
arising from: 

q the new industrial revolution (I4.0), 
qgrowing economic nationalism, and 
q the sustainability imperative.

• The decade to 2030 may be known as the decade of transformation 
for the system of international production.



International Production Determinants

• Three key dimensions of international production: 
qthe degree of fragmentation and the length of value chains 
qthe geographical spread of value added 
qthe governance choices of MNEs 

• Three key technology trends will shape international production:
qRobotics-enabled automation
qEnhanced supply chain digitalization
qAdditive manufacturing 



Global Value Chains
(World Bank - WDR 2020)
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1. The changing pattern of global production 
activities and GVC participation2

�6
�>VÌ�Û�Ì�iÃ�>Ã�>�Ã�>Ài��v�}��L>����*�vi��� vÀ���Óä££�Ì��Óä£È]�
as the share of purely domestic production activities rose (see 
Figure 1.2, which is an update of Figure 2.3 in the 2017 GVC 
Development Report based on the newly released ICIO tables 
by the Asian Development Bank). This continues the downward 
trend in GVC activities shown in the 2017 GVC report based 
on data through 2014. However, the growth of global trade 
ÃÕÀ«>ÃÃi`�Ì�i�}À�ÜÌ���v�}��L>����*�v�À� Ì�i�wÀÃÌ� Ì��i� ����i>À�Þ�
Ã�Ý� Þi>ÀÃ� ��� Óä£Ç]� >�`� Ì�iÀi� ÜiÀi� Ã�}�Ã� �v� >� ÀiV�ÛiÀÞ� �v� �6
�
activities. 

The nominal growth rate of all types of production activi-
Ì�iÃ�Ì�i�v�ÕÀ�>VÌ�Û�Ì�iÃ�>Ài�`iw�i`����	�Ý�£°£®�vi���Ã�>À«�Þ�`ÕÀ��}�
Óä£Ó�Óä£È]�Ü�Ì�� >��ÕV�� Ã�>À«� Ã��Ü`�Ü�� ��� VÀ�ÃÃ�V�Õ�ÌÀÞ]� «À�-
duction-sharing GVC activities. The decline was the steepest for 
V��«�iÝ��6
�>VÌ�Û�Ì�iÃ]� v����Üi`�LÞ� Ã��«�i��6
�>VÌ�Û�Ì�iÃ]� ÌÀ>-
ditional trade and domestic production activities; the average 
annual changes for these four types of activities during 2012-
Óä£È�ÜiÀi��£°Èx¯]��£°ää¯]��ä°Ón¯�>�`�£°{�¯�ÀiÃ«iVÌ�Ûi�Þ� ��`�-
vidual year data are reported in Figure 1.3, which is an update 
of Figure 2.5 in the 2017 GVC report). Thus, the limited increase 
��� }��L>�� ��*� vÀ��� Óä£Ó�Óä£È� Ü>Ã� >���ÃÌ� i�Ì�Ài�Þ� >VV�Õ�Ìi`�
by the growth of pure domestic production; international trade 
contributed very little during this slow recovery period. In 2017, 
Ì�i�}À�ÜÌ��À>Ìi��v�}��L>��ÌÀ>`i�iÝVii`i`�Ì�>Ì��v�}��L>����*]�>�

£ä¯���VÀi>Ãi����V��«�iÝ��6
�>VÌ�Û�Ì�iÃ��i`�Ì�i�}À�ÜÌ�°���ÜiÛiÀ]�
rising trade tensions between the United States and its major 
trading partners, especially China, has introduced tremendous 
uncertainty in the global economy recovery process. Determin-
ing whether the recovery of cross-country production sharing 
activities in 2017 has started a new trend requires more years of 
data and further analysis.
Ƃ� wÀÃÌ� ÃÌi«� �Ã� Ì�� �i>ÃÕÀi� Ì�i� ��«>VÌ� �v� Ì�i� ÀiVi�Ì]� Ã�>À«�

changes in commodity prices on nominal growth rates of pro-
duction activities shown above. The global prices of crude oil 
and other bulk commodities have gone through a “super circle” 
Ã��Vi� Óäää°� ��À� iÝ>�«�i]� Ì�i� «iÀ� L>ÀÀi�� VÀÕ`i� ���� «À�Vi� `>Ìi`�
	Ài�Ì®�yÕVÌÕ>Ìi`�`À>�>Ì�V>��Þ�`ÕÀ��}�Óäää�Óä£n]�À�Ã��}�vÀ����iÃÃ�
than 30 US dollars in 2000 to over 110 dollars in 2011, falling to 
�iÃÃ� Ì�>��xä�`���>ÀÃ�LÞ�Óä£È]�>�`�Ì�i��ÀiL�Õ�`��}�Ì��>L�ÕÌ�Çä�
dollars since early in 2018. Because crude oil and other bulk com-
modities are important intermediate inputs in global production, 
Ì�iÃi�«À�Vi�yÕVÌÕ>Ì���Ã��>Þ�>vviVÌ� Ì�i� Ài�>Ì�Ûi������>��}À�ÜÌ��
patterns of different types of value-added creation activities 
measured in current US dollars shown in Figure 1.3. 

It appears, however, that the more rapid decline in the nom-
inal value of GVCs than other activities as a share of GDP from 
Óä££�Óä£È�Ü>Ã���Ì�`Õi�Ã��«�Þ�Ì��«À�Vi�V�>�}iÃ°���}ÕÀi�£°{�Ã��ÜÃ�
the growth rate of the volume of world merchandise trade, world 
real GDP and their ratio during 1995-2017. For each year when 
global real trade growth was faster than global real GDP growth, 
V��«�iÝ��6
�>VÌ�Û�Ì�iÃ��>`�Ì�i���}�iÃÌ������>�� À>Ìi��v�}À�ÜÌ��

FIGURE 1.1 Decomposition of production activities1
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What is a global value chain (GVC)?
A global value chain breaks up the production process across countries. Firms specialize in 
a specifi c task and do not produce the whole product.

How do GVCs work?
Interactions between fi rms typically involve durable relationships.

Economic fundamentals drive countries’ participation in GVCs. But policies matter—to enhance 
participation and broaden benefi ts.

World Development Report 2020:
Trading for Development in the Age of 

Global Value Chains
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lower trade barriers induced manufacturers to extend 
production processes beyond national borders (figure 
O.1). GVC growth was concentrated in machinery, 
electronics, and transportation, and in the regions 
specializing in those sectors: East Asia, North America, 
and Western Europe. Most countries in these regions 
participate in complex GVCs, producing advanced 
manufactures and services, and engage in innovative 
activities (map O.1). By contrast, many countries in 
Africa, Latin America, and Central Asia still produce 
commodities for further processing in other countries. 

In recent years, however, trade and GVC growth 
have slowed (figure O.1). One reason is the decline in 
overall economic growth, and especially investment. 
Another reason is the slowing pace and even reversal 
of trade reforms. Furthermore, the fragmentation of 
production in the most dynamic regions and sectors 
has matured. China is producing more at home.1 In 
the United States, a booming shale sector reduced 
oil imports by one-fourth between 2010 and 2015 and 
slightly reduced the incentives to outsource manufac-
turing production.2 

Recent increases in protection could also affect the 
evolution of GVCs. Protectionism could induce reshor-
ing of existing GVCs or their shifts to new locations. 
Unless policy predictability is restored, any expansion 
of GVCs is likely to remain on hold. When future 
access to markets is uncertain, firms have an incentive 
to delay investment plans until uncertainty is resolved.    

Figure O.1 GVC trade grew rapidly in 
the 1990s but stagnated after the 2008 
global financial crisis

Sources: WDR 2020 team, using data from Eora26 database; Borin and 
Mancini (2019); and Johnson and Noguera (2017). See appendix A for a 
description of the databases used in this Report. 

Note: See figure 1.2 in chapter 1 for details. Unless otherwise specified, GVC 
participation measures used in this and subsequent figures throughout the 
Report follow the methodology from Borin and Mancini (2015, 2019).
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Source: WDR 2020 team, based on the GVC taxonomy for 2015 (see box 1.3 in chapter 1). 

Note: The type of a country’s GVC linkages is based on (1) the extent of its GVC participation, (2) its sectoral specialization in trade, and (3) its engagement in 
innovation. Details are provided in figure 1.6 in chapter 1.

Map O.1 All countries participate in GVCs—but not in the same way
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The expansion of GVCs could 
stall unless policy predictability  
is restored
GVCs have existed for centuries. But they grew swiftly 
from 1990 to 2007 as technological advances—in trans-
portation, information, and communications—and 
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Figure 1.12 Services are playing a growing role in GVCs

Sources: WDR 2020 team, using data from Johnson and Noguera (2017) for value-added exports measure in panel a and WIOD data from the 2013 release for 
1995 and the 2016 release for 2005 and 2014 for panel b.

Note: Panel a reports the share of goods and services in gross exports and value-added exports, and panel b the GVC exports of services broken down into their 
backward and forward components. The GVC exports reflect exports that flow through at least two borders and indicate the extent to which sectors participate 
in GVCs. The GVC exports include transactions in which a country’s exports embody value added that it previously imported from abroad (backward GVC 
participation), as well as transactions in which a country’s exports are not fully absorbed in the importing country and instead are embodied in the importing 
country’s exports to third countries (forward GVC participation).

a. Goods and services shares in gross exports
and value-added exports, 1980–2009

b. Backward and forward GVC participation
in services exports, 1995–2014
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Figure 1.13 GVCs expanded in both the agriculture and food industries from 1990 to 2015

Source: WDR 2020 team, using data from Eora26 database.

Note: The Eora26 database is used because it o!ers the largest country coverage: 190 countries between 1990 and 2015. Plots report only countries with at least 5 percent of their exports 
in the agriculture or agri-food sector. Agriculture includes forestry, hunting, and fishing. The GVC participation measure reflects the share of a country’s exports that flow through at least 
two borders. It is computed as the share of GVC exports in total international exports. GVC exports include transactions in which a country’s exports embody value added that it previously 
imported from abroad (backward GVC participation), as well as transactions in which a country’s exports are not fully absorbed in the importing country and instead are embodied in the 
importing country’s exports to third countries (forward GVC participation). The blue 45-degree line marks instances in which GVC participation for a given country are the same in 1990 
and 2015. The red 45-degree lines mark a 10 percentage point change in the rate of GVC participation between 1990 and 2015. For country abbreviations, see International Organization for 
Standardization (ISO), https://www.iso.org/obp/ui/#search.
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Goodbye Globalization?

or 

Hello Opportunity?



Ill omens
• During the last decade, neither global trade, foreign direct 

investment, nor stocks of cross-border bank lending returned to their 
2000s peak as a share of global GDP. 

• Fears of protectionism during the financial crisis materialized with 
the ascendancy of the current U.S. administration pf President 
Trump.

• The COVID-19 pandemic is playing to everyone’s worst fears:
o borders have gotten shut, 
o trade costs are projected to rise when borders open-up, 
o “vigilant” policies against foreign acquisitions of domestic companies 

cropping up everywhere, 
o preferred terms for local firms are spiking to avoid the revealed 

dependence on others, especially China
o the bigger, richer countries and blocs are thinking of ways to shake up 

the status quo



Think the unthinkable….

In his recent FT interview, the French President, Emmanuel Macron, 
proposed it may be time to “think the unthinkable”:

Transform capitalism 

https://www.ft.com/content/3ea8d790-7fd1-11ea-8fdb-7ec06edeef84

https://www.ft.com/content/3ea8d790-7fd1-11ea-8fdb-7ec06edeef84


Academy

• Petricevic, O., and Teece, D. J. (2019). The structural reshaping of 
globalization: Implications for strategic sectors, profiting from innovation, 
and the multinational enterprise. Journal of International Business 
Studies, 50(9), 1487-1512. 
https://link.springer.com/article/10.1057/s41267-019-00269-x

https://link.springer.com/article/10.1057/s41267-019-00269-x


Business resilience
Business can cope with awful surprises – up to a point

• Significant disruptions in supply chains are not only those 
attributable to “first tier” suppliers; it is the disruption due to second 
and third and fourth tier suppliers of GVCs that are equally scary 
and very difficult to anticipate.

• Buffering strategies:
Ø Supplier base diversification ↑
Ø Inventory ↑
Ø Working capital ↑ (cash holdings of the top 2000 listed non-financial 

corporations increased from $6.6trn in 2010 to $14.2trn today)
Ø Insuring against rare risks ??
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export raw materials for further processing; others 
import inputs for assembly and exports; and still others 
produce complex goods and services. In addition, some 
are heavily reliant on GVCs for trade, whereas others 
export largely domestic goods for consumption. To 
capture these distinct features of participation, coun-
tries are classified into four main types—commodities, 
limited manufacturing, advanced manufacturing and 
services, and innovative activities—based on the prod-
ucts they export and their participation in GVCs. The 
rules for classification are described in box 1.3.

This taxonomy reveals clear distinctions among 
regions. East Asia, Europe, and North America are 
engaged in advanced manufacturing and services 
GVCs and innovative GVC activities, whereas Africa, 
Central Asia, and Latin America are mostly in com-
modities and limited manufacturing GVCs. 

GVC participation intensified between 1990 and 
2015, as illustrated by the many countries that tran-
sitioned up into more sophisticated forms of GVC 
participation (figure 1.5). Transitions were especially 
common in East Asia and Europe, where countries 
were heavily engaged in the sectors most amenable 
to GVCs, such as electronics and machinery. Among 
advanced countries, small open economies tended to 

Map 1.1 All countries participate in GVCs—but not in the same way

Source: WDR 2020 team, based on the GVC taxonomy for 2015 (see box 1.3). 

Note: The type of a country’s GVC linkages is based on the country’s extent of backward GVC participation, measured as the portion of imports embodied in manufacturing exports as a 
percentage of a country’s total exports, combined with the country’s sector specialization of domestic value added in exports and engagement in innovation. Countries in the commodities 
group have a small share of manufacturing exports and limited backward GVC integration. Their share of commodity exports can be low, medium, or high. Countries specialized in limited 
manufacturing GVCs engage in some manufacturing exports, often alongside commodities exports, and exhibit medium backward GVC integration. Countries specialized in advanced 
manufacturing and services GVCs have a high share of manufacturing and business services exports and high backward GVC integration. Countries specialized in innovative GVC activities 
spend a large share of GDP on research and development, receive a large share of GDP from intellectual property, and exhibit high backward GVC integration.

Figure 1.5 Country transitions between different 
types of GVC participation, 1990–2015
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Overvalued exchange rates and restrictive labor  
regulations raise the cost of labor, preventing labor- 
abundant countries from taking advantage of their 
endowments. For example, manufacturing labor 
costs in Bangladesh are in line with its per capita 
income, but in many African countries, labor costs 
are more than twice as high. 

Connecting to markets through trade liberalization 
helps countries expand their market size and gain 
access to the inputs needed for production. For example, 
large unilateral tariff cuts by Peru in the 2000s are asso-
ciated with faster productivity growth and expansion 
and diversification of GVC exports.16 Trade agreements 
expand market access, and they have been a critical cat-
alyst for GVC entry in a wide range of countries, includ-
ing Bangladesh, the Dominican Republic, Honduras,  
Lesotho, Madagascar, and Mauritius. Because goods 

policies can and should be tailored to the specific 
circumstances of countries and to specific forms of 
participation in GVCs. 

Attracting FDI is important at all stages of partici-
pation. It requires openness, investor protection, sta-
bility, a favorable business climate, and, in some cases, 
investment promotion. Some countries, such as those 
in Southeast Asia that have benefited from foreign 
investment in goods, still restrict foreign investment 
in services. Others try to draw in investment through 
tax exemptions and subsidies, but they risk antagoniz-
ing their trading partners, and the net benefits may 
not be positive. Nevertheless, countries such as Costa 
Rica, Malaysia, and Morocco have attracted transfor-
mative GVC investments by large multinational cor-
porations through the use of successful investment 
promotion strategies.

Source: WDR 2020 team.

Note: ICT = information and communication technology; NTMs = nontari! measures. 

Figure O.4 Transitioning to more sophisticated participation in GVCs: Some examples of national 
policy

Fundamentals Policy priorities

Geography

Basic ICT connectivity: liberalize ICT services; invest in ICT infrastructure

Trade infrastructure: reform customs; 
liberalize transport services; invest in  

ports and roads

Advanced ICT services: 
expand high-speed broadband

Advanced logistics services: invest in multimodal transport infrastructure 

Market size

Access to inputs: reduce tariffs and NTMs; 
reform services

Market access: pursue trade agreements 

Standardization: harmonize or mutually accept standards 

Market access: deepen trade agreements to cover investment and services

Standards certification: establish 
conformity assessment regime

Institutions

Governance: promote political stability Governance: improve policy predictability; pursue deep trade agreements

Intellectual property rights: 
ensure protectionContracts: enhance enforcement

Endowments

Foreign direct investment: adopt supportive investment policy and improve the business climate

Finance: improve access to banks Finance: improve access to equity finance

Labor costs: avoid rigid regulation and 
exchange rate misalignment

Advanced skills: educate for  
innovation and open to foreign talent

Technical and managerial skills: 
educate, train, and open to foreign skills

Advanced manufacturing and  
services to innovative activities Commodities to limited 

manufacturing
Limited manufacturing to advanced 

manufacturing and services
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