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Context

® Survey undertaken by:
o Vale Columbia Center on Sustainable International Investment (VCC)
o World Association of Investment Promotion Agencies (WAIPA)

e Online survey of IPAs (members of WAIPA) in April-May 2010
o Sent to 215 IPAs (members of WAIPA) located in 160 countries
0 Response rate of 23% (50 agencies) : 78% based in emerging markets

e Objectives : benchmark the position IPAs vis-a-vis sustainable FDI

o find out the extent to which IPAs are familiar with sustainable FDI issues and to
what extent and in what ways they factor these into their investment promotion
strategies and investment attraction tools

o identify whether IPAs use investment incentives to attract sustainable
investment

o gather examples of individual experiences of IPAs with investors who undertook
sustainable FDI

e Report released in June 2010
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Towards a 4th generation of investment promotion?

® Evolution of investment promotion functions and strategies over time

o “First generation”: liberalization of FDI regimes and adoption of market-friendly
policies

o0 “Second generation”: establishment of IPAs to facilitate foreign investments

o “Third generation”: targeting of specific industries (or even individual firms) that
are deemed to be a good match for the host country (current stage)

o “Fourth generation”: focus on attracting sustainable FDI?

e “Sustainable FDI”
o Economic development

o Environmental sustainability
o Social development
o Good governance

- FDI that contributes to a host country’s sustainable development
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The missions of an IPA

® Executing agencies of their host country governments

o Insufficient autonomy to set investment policies and development goals
themselves

o Policy advocacy role however becoming more important

1. Facilitators for foreign investors seeking to establish operations in
the host country (one-stop shops)

2. Generators of new FDI projects by targeting specific foreign
iInvestors overall, or in specific priority sectors that the country
seeks to promote (apply the rights incentives)

3. Image builders or developers of country brands used to market the
country in order to attract FDI

—> Focus on quantity rather than quality
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To what extent do you consider the following
sustainability dimensions Iin your
Investment promotion strategy?

400 -
350
300 -
250 -
200 -
150 - B Great extent
50 - mall exten
0 ' Mot at all
LS L% £ & .
{Q{é‘ & & o Ky ¥ W N/A
& xﬂq& '&# f?#‘ﬁ o o
. & W o 2y B Don't know
&ﬁﬁ & 4ﬁh < &
ra & &
[ i &
3 o &
& < o
i
.;-;:f."

® Priority = Investment volume (job creation)
® Economic development dimension of sustainability
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How do you expect the sustainability considerations
to change over the next 5 years?
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® Going forward IPAs expect all dimensions (except good governance)
to become more important

® Especially economic development and environmental sustainability
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When formulating your investment promotion
strategy, who do you interact with
primarily regarding sustainable development issues?
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® Confer with government ministries or other government entities
® Consult with the domestic private sector
® Seek advice from international or national experts
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When selecting priority areas/sectors, how much
attention do you pay to the dimensions of
sustainable FDI?
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® Economic development factors at the forefront

® Significant attention to the environmental sustainability dimension
also, though considerably less (“green” technologies)
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Does your agency seek especially investments
that adhere to any of the following

standards/norms?
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® [PAs more familiar with cost-benefit analysis and project monitoring
and less with specific norms or standards

® Carbon neutrality to become a new priority
® Readiness to do away with standards in exchange for investment
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At which stage In the investment approval process
are investors required to provide assessments?
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Social impact assessment Envinronmental impact assessment

® Both social and environmental impact assessments for FDI projects
in all or in selected industries

® Assessments at the project level = preferred way for IPAs to address
sustainability dimensions (beyond economic development)
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Do any companies that have invested in your
country stand out In terms of
contributing to sustainable development?

36%
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e Examples of sustainable
FDI projects included:
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investments or had created
considerable employment

o firms that had engaged in
“green” projects or
philanthropy

e lllustrations of positive contributions to one or more dimensions of
sustainable FDI but not sufficient to characterize an investment as
sustainable (holistic assessment across all four dimensions needed)

e Investment size = not a characteristic for sustainable investments
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In what way do you see your policy advocacy role
changing over the next 5 years?

OStrengthening
B Weakening

ONa change

e |PAs feeling constrained by what is stipulated in investment
promotion acts, government policies or guidance by ministries

e Bigger say in formulating the national FDI policy agenda

12
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DO you offer incentives to foreign investors for
orojects based on the amount of
-DI or the dimensions of sustainable FDI?
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® Investment incentives mirror the relative importance
attributed to each dimension => economic development
o Technology transfer, job creation, disadvantaged regions, etc.

o Not surprising given budget constraints
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Table 1: Different strategies for targeting sustainable FDI

TYPE OF STRATEGY

| IPA/COUNTRY

Branding o

Fthe country

Serious abeul envonmentesl prolection

Migeria, Senegal, Seychelles, South Alrica,
Eie'i?ze, Mexico, S lanka, Indonesia, Thaikand

Sirict kabour standards

Yiinom

Consuliation with communiies Philippires

Technology transter in policy o legislation The Gambia, MMigeda, El Sabador, Pen,
H1i|ippirﬁsl Inddicx

Sustainable fones) management Kan':,-u. Ugl:lndl::

Advaniages for COM projects Pen, Brazil

Incentives for FDI wi

th economic benefits

Irvesiment in higl‘l Ie{:.hmlmg*,f‘.a promate
technology fransfer

Libya, Tunisicr, Angoka, South Afica, Costa Rica,
Sii Lanka, Fiji, Combedia, Maloysia, Vielnom

Linkages between foreign and local enterprises

.ﬁ-ngfoln, Trinidad Tobago, Salomon lslands,
Malaysia (MDA

Incentives for FDI with social benefits

Social benefits as one eligibilin crilerion for
generﬂ| incenlive progromme

Sackal/ culral we"—beirg [.-"'.ngalu:l, Imesiment in
areas with difficult sociceconemic candifions
[Vietnam) Training |Solkomon lslonds, Gambia,

Tunisic

Taw concessions and grants for raining

|_||;|~|.-1:1. Botswann, Mocambigque, Iamibic,
Migeria, South Afiica, Uganda, Chile, Sri
Lﬂﬂﬂ, Trinidod Toboge, Maksysic

Incentives for FOI with

environmental benefits

Erwironmental protection as one eligibility
criterion for general incenfive programme

Egypt, lesoho

|I1I'_'Er'||i'~"f;"5- _‘IPE{_’I[E{JI]‘:\;‘ [Dr EI'I'-u"II'DI'IHIEf'I|L1I
protection

Tunisiar, Argentina (A0, Cambadia, ."v'uub}l:iiu,
Vielnam

Clean technology,/ production

Algeria, Ching

Rencwable energies

Algeria, the Gambia, Ghana, Argentina,
IMicomgue, Maloysia

Wiaske managemant

Ghana [SIPC), Melagsia (WIDA)

Targefing investors committed to sustainable development

Interested in companies with C5R policies |

Soloman kkands [Commerce), Parnu [PIPS)

Targeting sustainable sectars
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Promoting
sustainable FDI

® 2008 IPA websites survey

o About 50% of the websites
surveyed provided

information on general or
specific incentives aimed at

promoting FDI with
environmental, social
or economic benefits

Source: Grieg-Gran, Maryanne & Johanna
Edlund (2008), “

7. in 1IED and WAIPA, eds.
Responsible Enterprise,Foreign Direct
Investment and Investment Promotion, p.20
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Conclusions

® IPAs’ experience and
sustainability

o The longer an IPA has been in
existence, the more likely it is to
move beyond facilitation to
targeting sustainable FDI that
contributes in terms of quality and
not sheer volume alone
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Conclusions

® |PAs’ experience and sustainability
o The longer an IPA has been in existence, the more likely it is to move
beyond facilitation to targeting sustainable FDI that contributes in
terms of quality and not sheer volume alone
® Investment volume = not an objective on its own
o Quantity alone does not ensure the potentially positive effects that
FDI can have on sustainable development
® Linkages among the 4 dimensions

o Directing investment to disadvantaged regions = greater economic
opportunities in these regions + potential of reducing income
Inequality in the country => economic and social dimensions

e Reinforced policy advocacy mission
O Bigger role in shaping the national policy agenda

O Increased awareness of the potential contributions of sustainable FDI
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Conclusions

® Sustainable FDI = new territory for many IPAs
o Especially those that are still performing the more traditional tasks in
Investment promotion
® Proposed areas for extension of the findings of this survey

O Investigating the structure of IPAs, as well as the monitoring and
evaluation and reward systems in place

0 Examining investment promotion acts to review the framework within
which IPAs operate (legislation, training, etc.)

o Analysing if a trade-off between quantity and quality of FDI is likely to
hamper the attractiveness of a location or whether there may indeed
exist a “win-win” scenario for the host country

e Nascent steps toward 4th generation investment promotion
o Growing awareness of the benefits associated with the quality of FDI
o More can be done to accelerate that process
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Merci
Contacts: jeanne.lapujade@anima.coop
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