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SUMMARY

The positive change in the perception of foreign direct investment and the
role of transnational corporations in world development, which has been in evidence
in recent years, were reflected at the sixteenth session of the Commission on
Transnational Corporations. A principal concern was the declining share of
developing countries in world-wide investment inflows. An important new
development was the changes in Eastern Europe and the Soviet Union, which are
likely to stimulate foreign direct investment inflows into that region. In the
long-term, there may be positive effects for the world economy, including
developing countries.

The Commission adopted resolutions which concerned, inter alia, the following:

Activities of the Centre

(a) Investment needs of developing countries. Against the backdrop of the
above-mentioned global trends, the Commission has requested the Centre to prepare a
report on ways to promote foreign direct investment to developing countries;

(b) Investment, trade and development. The Commission has reqguested the
Centre, in co-operation with the United Nations Centre on Trade and Development, to
identify ways and means to enhance the contribution of transnational corporations
to the development of developing countries through trade and investment;

(¢) Environment. The Commission has decided to make a significant
contribution to the 1992 Conference, and for this purpose has requested the Centre
to prepare a comprehensive and analytical study in consultation with the
Secretary-General of the Conference, the United Nations Environment Programme and
other relevant bodies. The focus of the study is to be the issue of access and
transfer of environmentally sound technologies to developing countries. Another
objective is to identify ways to motivate transnational corporations to participate
actively in global environmental protection. In addition, the Commission noted
with appreciation the Centre's report on environment and the annexed Criteria for
Sustainable Development Management. The Commission also requested the Centre to
continue its work under way: elaboration of operational principles for
environmental protection; completion of a feasibility study for an environmental
fund supported by transnational corporations; and preparation of a directory of
hazardous technologies:;

(d) Debt. The Commission requested the Centre to prepare a report on the
obstacles and problems facing transnational banks with regard to debt reduction.
The Commission also requested an analytical report on debt-equity swaps;

(e) Country studies. The Commission took note of the proposal to carry out
country-specific studies on the role of foreign investment and transnational
corporations in development. It is understood that these studies should be
undertaken upon the request of Governments. with their participation and for their
use only:

(f) Accounting. The Commission toock note of the Conclusions on Accounting
and Reporting by Transnational Corporations, which were formulated and agreed by

the Ad Hoc Intergovernmental Working Group on International Standards of Accounting
and Reporting;
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Code of ndu

(g) The Commission urged all Member States to intensify their efforts to
conclude negotiations on the Code at the reconvened special session of the
Commission on 24 May 1990. 1In the interim, the Chairman of the special session has
entrusted to the Centre responsibility for organizing further consultations among a

small group of delegations on possible compromise formulations for the outstanding
issues;

South Africa

(h) The Commission once again urged all transnational corporations to stop

immediately any operations in South Africa and all forms of trade and economic
links with the racist minority reégime.
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Chapter I

MATTERS CALLING FOR ACTION BY THE ECONOMIC AND SOCIAL COUNCIL
OR BROUGHT TO ITS ATTENTION

A. Draft resolutions

1. The Commission on Transnational Corporations recommends to the Economic and
Social Council the adoption of the following draft resolutions:

DRAFT RESOLUTION I

Activities of transnational corporations in South Africa*

The Economic and Social Council,

Recalling its previous resolutions on the activities of transnational
corporations in South Africa, in particular resolution 1988/56 of
27 July 1988, in which it urged all transnational corporations to stop
immediately all forms of collaboration with the racist minority régime in
South Africa and called for specific actions by Member States and
transnational corporations to end such collaboration,

Noting with grave concern the brutal perpetuation of the inhuman system
of apartheid in South Africa and the continued denial of the civil and
political rights of the majority of the population in that country,

Welcoming the recent Declaration on Apartheid and its Destructive
Consequences in Southern Africa, adopted by the General Assembly at its
sixteenth special session, 1/ which offers guidelines on how to end apartheid
in a peaceful manner,

Bearing in mind the fact that continued investments, trade, technological
co-operation and other forms of covert or overt activity by transnational
corporations inside and outside South Africa sustain apartheid,

Noting with deep regret the unfriendly decision of the Government of the
United Kingdom of Great Britain and Northern Ireland to 1lift unilaterally the
ban of the Commission of the European Communities on new investments in South
Africa, contrary to the political consensus agreed in the Declaration on
Apartheid and its Destructive Consequences in Southern Africa that existing
measures aimed at encouraging the South African régime to eradicate apartheid
should not be relaxed until there was clear evidence of profound and
irreversible change,

* For the discussion, see chap. V below.

1/ General Assembly resolution S-16/1.



Also noting with deep regret the unprincipled decision of the Government
of Hungary, a founding member of the Special Committee against Apartheid, to

initiate commercial and economic contacts with the apartheid régime of
South Africa,

Recalling that some transnational banks and other international financial
institutions have rescheduled South African loans in contemptuous disregard
for the overwhelming interest of the international community in dismantling
apartheid peacefully and speedily.,

Also recalling that some transnational companies that have supposedly
departed from South Africa have actually maintained non-equity links with
former subsidiaries, such as franchises, licences and royalty agreements,

Having examined the report of the Secretary-General concerning the
responsibilities of home countries with respect to the transnational
corporations operating in South Africa in violation of the relevant
resolutions and decisions of the United Nations, 2/

1. Reiterates its abhorrence of apartheid, which is a crime against
humanity, and condemns the South African reégime for its perpetuation of
apartheid and its direct and indirect acts of military and economic
destabilization of the neighbouring independent States;

2. Welcomes the emerging political climate in South Africa, which has
the potential to create an atmosphere conducive to negotiations aimed at the

eradication of apartheid and at the creation of a non-racial, democratic and
united South Africa;

3. Urges the Government of South Africa to work speedily to create the
conditions necessary for the establishment of genuine democracy in South

Africa, based on the guidelines provided in the Declaration on Apartheid and
its Destructive Consequences in Southern Africa; 1/

4. Condemns those transnational corporations that continue to
collaborate with the racist minority régime in South Africa, in defiance of
resolutions of the United Nations and international public opinion and, in
many cases, in violation of measures adopted by their home countries;

5 Welcomes as an initial step the measures taken by certain
Governments to impose restrictions on investments, bank loans and other
economic activities in South Africa, and the divestment by certain
transnational corporations of their equity investments in South Africa:

6. Deeply regrets that the measures taken so far fall short of the

comprehensive and mandatory sanctions against the racist régime in South
Africa called for in resolutions of the General Assembly:

2/ See E/C.10/1990/8.



7. Calls upon the Governmments of the home countries of transnational
corporations to implement fully the provisions of Economic and Social Council
resolution 1988/56 and to consider adopting further measures to prohibit all
forms of collaboration by transnational corporations with the racist minority
régime in South Africa, including not only direct investments but also
services, non-equity forms of business arrangements, technology licensing,
distribution and franchising agreements and other such activities:;

8. Condemns the decision of the Government of the United Kingdom of
Great Britain and Northern Ireland to lift unilaterally the ban of the
Commission of the European Communities on new investments in South Africa,
which serves to embolden the apartheid régime to entrench apartheid at this
critical moment in the struggle for democratic change in South Africa;

9. Calls upon the Government of the United Kingdom of Great Britain and
Northern Ireland to rescind its decision without delay:

10. Condemns the reprehensible decision of the Government of Hungary to
initiate commercial, economic and political links with the apartheid régime, a
move completely inconsistent with the principled stand that Government has
been known to take in such matters;

11. Calls upon the Government of Hungary to return to its traditional
position of opposing racism and to abandon any links with the apartheid régime
which will serve to sustain the régime;

12. Urges all transnational corporations to stop immediately any
operations in South Africa and all forms of trade and economic links with the
racist minority régime;

13. Calls upon all multilateral financial and development institutions
to cease immediately any kind of support or other form of collaboration with
the racist régime in South Africa:

14. Takes note with appreciation of the report and recommendations of
the Panel of Eminent Persons established to conduct the second public hearings
on the activities of transnational corporations in South Africa; 3/

15. Further reguests the Secretary-General:

(a) To continue the useful work of collecting and disseminating
information on the activities of transnational corporations in South Africa,
including the list of transnational corporations still conducting operations
there:

(b) To prepare studies on the level and form of operation by )
transnational corporations in South Africa, including their non-equity
business arrangements and their involvement in particular sectors of the South
African economy, and an updated study on the responsibilities of howe
countries with respect to the transnational corporations operating in Soutb

37 A/44/576-5/20867, annex.



Africa in violation of relevant resolutions and decisions of the United
Nations;

(c) To report annually to the Commission on Transnational Corporations,
the Economic and Social Council, the General Assembly and the Security Council
on the implementation of the present resolution.

DRAFT RESOLUTION II

Code of conduct on transnational corporations*

The Economic and Social Council,

Noting the efforts made so far in negotiating the code of conduct on
transnational corporations,

Reaffirming the need to conclude negotiations on the code of conduct as
soon as possible,

Urges all member States to intensify their efforts to conclude the
negotiations on the code of conduct on transnational corporations at the

reconvened special session of the Commission on Transnational Corporations on
24 May 1990.

DRAFT RESOLUTION III

Activities of the United Nations Centre on Transnational
Corporations*#*

The Economic and Social Council,

I

1. Requests the Secretary-General to prepare a report containing
concrete proposals on ways of promoting foreign direct investment as a
complement to domestic investment in the developing countries, giving due
consideration to the special needs of the least developed countries;

2. Also requests the Secretary-General to study, in co-operation with
the United Nations Conference on Trade and Development and other
organizations, the interrelationship of investment, trade and development,
with a view to identifying ways and means of encouraging and enhancing the
contribution of transnational corporations to the development of developing
countries through trade and investment;

* For the discussion, see chap. III below.

*ek For the discussion, see chap. XI.



II

1, Requests the Executive Director of the United Nations Centre on
Transnational Corporations to prepare, based on the provisions of General
Assembly resolution 44/228 of 22 December 1989 on the United Nations
Conference on Environment and Development, in accordance with the requirements
established by the Preparatory Committee of the Conference, in co-operation
with the United Nations Environment Programme and other relevant organs and
bodies of the United Nations and in consultation with the Secretary-General of
the Conference, a comprehensive and analytical study for submission to the
Commission on Transnational Corporations at its seventeenth session with a
view to hélping the Commission make a significant and action-oriented
contribution to the preparatory work of the Conference:

2 Also requests the Executive Director of the Centre, in preparing the
study requested, to focus on the role of transnational corporations and other
commercial entities of a similar nature in promoting access to and transfer of
environmentally sound technologies to developing countries, in accordance with
General Assembly resolution 44/228, particularly paragraph 15 (m), to include
specific and innovative proposals to strengthen such transfer and, in
co-operation with the United Nations Conference on Trade and Development, the
United Nations Industrial Development Programme, the United Nations
Environment Programme, the United Nations Educational, Scientific and Cultural
Organization, the World Intellectual Property Organization and o?her relevant
organs and organizations of the United Nations system, to investlgat? Fhe
issue as well as other measures that could further encourage and mobilize
transnational corporations and other commercial entities of a similar nature
to protect and enhance the environment in relation to development;

3. Takes note with appreciation of the report of the ?ecretary-General
on transnational corporations and issues relating to the environment, %/
including the criteria for sustainable development Tanagement set out in .
annex I of the report, and requests the Executive Director of the Centre, 1nt
co-operation with the United Nations Environment Programwe an§ other relevan
organs and bodies of the United Nations and in consultat1?n with the
Secretary-General of the United Nations Conference.on Environment a?d
Development, and taking full account of other ongo%ng work, Fo continue ]
examination, pursuant to Economic and Social Council resolutl?n 1989/?5 i 1
24 May 1989 and General Assembly resolution 44/22?,.of Fhose issues, 1?c ullng
concrete ways and means of strengthening the part%c%patlon of tfansnatloza X
corporations and other commercial entities of a similar nature 1n'the efforts
to increase environmental protection and provide business ent?rprlses.and
governmental agencies in developing countries with acLess Fo 1nforma?10n o
cleaner technologies, to examine the feasibility of flnanC1?1 mechanlsTs.whlch
will encourage transnational corporations and other enterprises of a similar
nature to contribute to the protection and enhancement of the env%ronment of
developing countries, and to report to the Commi§sion on Tfan§nat10nal
Corporations at its seventeenth session with a view to'3551st1ng the
Commission in its contribution to the Preparatory Committee of the Conference:

4/ E/C.10/1990/10.



III

1. Requests the Secretary-General to continue to explore ways and means
of promoting regional economic integration and co-operation among developing
countries through joint ventures and the potential impact of regional economic
integration processes among developed countries, including the impact on
regional economic integration processes among developing countries, as called

for in Economic and Social Council resolutions 1989/21, 1989/22 and 1989/23,
of 24 May 1989;

2. Supports the technical co-operation activities of the United Nations
Centre on Transnational Corporations, and requests it to continue its efforts

to develop its programmes of support for co-operative activities of small and
medium-sized enterprises in developing countries;

3 s Requests the Secretary-General to prepare further studies on the
role of transnational corporations in other services, including financial
services, and on strengthening the negotiating capacity of developing
countries in their dealings with transnational corporations, and to report on
other ongoing and future research of the Centre to the Commission on
Transnational Corporations at its seventeenth session;

4. Also requests the Secretary-General, taking into account the other
work being carried out in the United Nations, to prepare an updated report on
the role of transnational banks related to the external indebtedness of
developing countries, giving particular attention to the obstacles and
problems that transnational banks have faced with regard to debt reduction,

for consideration by the Commission on Transnational Corporations at its
seventeenth session;

5. Further reguests the Secretary-General to prepare an analytical
report on "debt-equity swaps", taking into account the work already carried
out by the Centre on the effect that swaps could have on foreign direct
investment and the overall development of host countries, as well as the
experience of countries that have adopted such schemes;

6. Takes note of the suggestion to undertake country-specific studies
on the contribution of foreign direct investment to development with a view to
analysing and stimulating the flow in investment capital, technology and
skills to host countries and identifying proposals for technical assistance
designed to support their development objectives, on the understanding that

those studies should be undertaken only upon the request of Governments, with
their participation and for their use only;

Iv

1. Takes note of the Conclusions on Accounting and Reporting by
Transnational Corporations, 5/ prepared and agreed by the Intergovernmental
Working Group of Experts on International Standards of Accounting and
Reporting, and further notes that the conclusions can be useful for both
preparers and users of financial statements:

5/ United Nations publication, Sales No. E.88.II.A.18.



2. Commends the Group on its work on international standards of
accounting and reporting, and calls upon the Secretary-General to ensure that,
without affecting other activities, resources are made available so that the
Group and the Centre may effectively carry out their work on international
accounting and reporting.

B. Draft decision

2. The Commission on Transnational Corporations also recommends to the Economic
and Social Council the adoption of the following draft decision:

Provisional agenda and documentation for the seventeenth session
of the Commission on Transnational Corporations

The Economic #nd Social Council approves the provisional agenda and
documentation for the seventeenth session of the Commission on Transnational
Corporations set out below.

PROVISIONAL AGENDA AND DOCUMENTATION FOR THE SEVENTEENTH
SESSION OF THE COMMISSION ON TRANSNATIONAL CORPORATIONS

1. Election of officers.
2. Adoption of the agenda and organization of work.

3. Recent developments related to transnational corporations and
international economic relations.

Documentation
Reports of the Secretary-General

4. Transnational corporations and issues relating to the environme?t,
including the contribution of the Commission and the United Nations
Centre on Transnational Corporations to the work of the Preparatory
Committee for the United Nations Conference on Enviromnment and
Development.

Documentation

Report of the Secretary-General

5. Role of transnational corporations in services, including transnational
banks.

Documentation

Reports of the Secretary-General



10.

11.

12.

Ongoing and future research.

Documentation

Report of the Secretary-General on research results and current and
future programmes

Work related to the code of conduct on transnational corporations and
other international arrangements and agreements.

Documentation

Report of the Secretary-General on the progress made in the work on the
code of conduct on transnational corporations

Report of the Secretary-General on other international, regional and

bilateral arrangements and agreements related to transnational
corporations

Transnational corporations in South Africa.

Documentation

Report of the Secretary-General

International standards of accounting and reporting.

Documentation

Report of the Intergovermental Working Group of Experts on International
Standards of Accounting and Reporting on its ninth session

Strengthening the negotiating capacity of developing countries in their
dealings with transnational corporations.

Documentation

Report of the Secretary-General on experience gained in technical
co-operation activities

Comprehensive information system.

Documentation

Report of the Secretary-General

Activities of the United Nations Centre on Transnational Corporations.‘

Documentation

Report of the Secretary-General on the activities of the United Nations
Centre on Transnational Corporations and the activities of the joint
units established with the regional commissions



13. Provisional agenda for the eighteenth session of the Commission.

14. Adoption of the report of the Commission on its seventeenth session.

C. Matters brought to the attention of the Council

3. The following decisions adopted by the Commission are brought to the attention
of the Council:

Decision 1990/1. Report of the Intergovernmental Working Group of
Experts on International Standards of Accounting
and Reporting on its eighth session and

provisional agenda and documentation for the
ninth session of the Group*

The Commission on Transnational Corporations decides:

(a) To approve the report of the Intergovernmental Working Group of
Experts on International Standards of Accounting and Reporting on its eighth
session (E/C.10/1990/7) and to commend the Group for its work;

(b) To approve the provisional agenda and documentation for the ninth

session of the Group set out below.

PROVISIONAL AGENDA AND DOCUMENTATION FOR THE NINTH SESSION OF THE
INTERGOVERNMENTAL WORKING GROUP OF EXPERTS ON INTERNATIONAL
STANDARDS OF ACCOUNTING AND REPORTING

1. Election of officers.

2. Adoption of the agenda and other organizational matters.

3. Programme of work of the Intergovernmental Working Group of Experts on
International Standards of Accounting and Reporting:

(a) Review of important current developments at the global and national
levels in the field of accounting and reporting by transnational
corporations, on the basis of documentation received by the United
Nations Centre on Transnational Corporations from:

(i) Individual member States;

(ii) Intergovermmental organizations;

(iii) Non-governmental organizations;

¥ For the discussion, see chap. IV below.



Documentation

3eports of the Secretary-General, including two separate reviews of
important current developments in the field of accounting and reporting

by transnational corporations, one at the global level and the second at
the national level

(b)

Discussion of issues of accounting and reporting identified during
the eighth session, namely:

(i) Accounting for and by joint ventures;
(ii) Accounting for environmental protection measures;

(iii) Accounting and reporting during and after the transition from
state to private enterprises;

(iv) The organization of the accounting profession and the role and
qualifications of auditors.

Documentation

Reports of the Secretary-General and relevant reports of international
organizations

(c) 1Identification of issues of accounting and reporting for discussion
on a priority basis during future sessions;

(d) Further steps to be taken in relation to the development of the
comprehensive information system;

Documentation
Report of the Secretary-General

(e) Accounting and reporting issues arising out of the future code of
conduct on transnational corporations;

(£) Appropriate measures to give effect to the work of the Group:

Documentation

Reports of the Secretary-General

(g) Renewal of the mandate and review of the objectives:

Documentation

Report of the Secretary-General

-10-



(h) Ways and means of improving education, research and practical
training in the field of accounting and reporting in member States.

Documentation

Report of the Secretary-General containing the results of follow-up
actions to the survey relating to Africa

4. Provisional agenda for the tenth session of the Group.
Documentation
Draft provisional agenda for the tenth session of the Group

5. Adoption of the report of the Group on its ninth session.

Decision 1990/2. Survey of accounting needs in Africa¥*

The Commission on Transnational Corporations, bearing in mind (a) that
the Intergovernmental Working Group of Experts on International Standards of
Accounting and Reporting requested the United Nations Centre on Transnational
Corporations to undertake a survey of accounting needs in Africa, (b) that the
Centre, together with the World Bank and the International Labour
Organisation, has complied with this request and has identified accounting
needs in Africa and (c) that the Group has reviewed this survey and.its
findings during its eighth session and found the report to be the essential
step towards identifying the various aspects of technical assistance in
accounting education, training and research, invites the United Nations Centre
on Transnational Corporations to take the necessary follow-up action,
including:

(a) Holding regional meetings in Africa with the specific purpose of
.discussing the findings of the survey and identifying, with the
representatives of Governments, academia and the accounting profession,
long-term and comprehensive strategies to strengthen accounting development;

(b) Organizing these meetings with the international aid community,
including the World Bank, the International Labour Organisation and the United
Nations Development Programme, as well as regional and bilateral agencies and
professional organizations:

(c) Formulating, based on these strategies, pilot projects for meeting
accounting needs in Africa.

* For the discussion, see chap. IV below.

~11-



Chapter II

RECENT DEVELOPMENTS RELATED TO TRANSNATIONAL CORPORATIONS
AND INTERNATIONAL ECONOMIC RELATIONS

4. The Commission considered item 3 of its agenda at its 1lst, 2nd and 3rd
meetings, on 2 and 3 April 1990. It had before it the reports of the
Secretary-General on recent developments related to transnational corporations and
international economic relations (E/C.10/1990/2), on transnational corporations and
development: policies to stimulate the transfer of investment capital, technology
and skills to developing countries in the 1990s (E/C.10/1990/3) and on home country
incentives for investment in least developed countries (E/C.10/1990/4). The
Commission decided to consider policy proposals contained in the document

E/C.10/1990/3 under the agenda item on the activities of the Commission on
Transnational Corporations.

5. In his opening statement, the Executive Director pointed out that world-wide
flows of foreign direct investment had grown by 4 per cent in 1988, to reach

$150 billion; all signs indicated a greater acceleration in 1989. However,
developing countries had received a declining share of the global foreign direct.
investment flows, despite growth in absolute terms in the second half of the
1980s. The most rapid rise in global foreign direct investment movements had been
into developed countries. One factor behind that was the increasingly strong
competitive position of non-United States transnational corporations, which had
expanded their direct investment in North America. Regional economic integration
among developed countries in Western Europe and North America had also accelerated
the flows of foreign direct investment within and into those regions, presenting
both positive and negative implications for developing countries. Finally, recent
events, which had led to the emergence of Eastern Europe and the Soviet Union as
new host countries for foreign direct investment, promised to increase the
activities of transnational corporations in that region, depending on the latter's
ability to implement market-oriented policy reform. The continued attractiveness
of developed country locations helped to explain the declining share of foreign
direct investment in developing countries despite the implementation of favourable
foreign direct investment policies by the latter in recent years. The Executive
Director observed that the situation was especially disturbing for the least
developed countries, where inflows of foreign direct investment had been reduced to
a mere trickle. In that context, he noted the importance of actions by home
countries to encourage their transnational corporations to seize incentives offered
by those countries under present policy changes. He suggested the desirability of
performing country case studies, as part of an effort to enact broader, more
effective policies aimed at increasing the flows of foreign direct investment to
developing countries. Those studies could serve not only to pinpoint the impact of
foreign direct investment on the economic development of a country and the policies
that could help stimulate the transfer of investment, technology and skills to
developing countries but they could also help identify areas to which the United
Nations and bilateral donors could direct their technical assistance. Such country
studies undertaken by the Commission could be a positive step to ensure that

developing countries reaped the maximum benefit from the investment activities of
transnational corporations.

6. All delegations speaking on the subject recognized the potential of positive

contributions that transnational corporations could make to world development and

-12-~



to a further integration of the world economy. Many delegations noted the rapidly
changing attitudes and policies of developing countries towards transnational
corporations and foreign direct investment. Past hostility and wariness were
giving way to more open policies aimed at attracting foreign direct investment
inflows. Many developing country delegations stated that those countries favoured
the activities of transnational corporations provided that they were beneficial to
the host countries.

7. Many delegations noted with concern the falling share of world-wide foreign
direct investment flows going to developing countries in the latter part of the
1980s, despite the widespread enactment of foreign direct investment policies in
host countries aimed at liberalizing and encouraging such investments. In that
context, it was noted that the failure of developing countries to have wide access
to capital and technology would have negative implications for the stability and
growth of the world economic system as a whole, developed countries included.
Several delegations observed that absolute levels of foreign direct investment
inflows were more relevant indicators than the share of total investment. Since
the absolute levels had been growing in recent years in developing countries, the
outlook regarding foreign direct investment into those countries appeared to be
brighter than many delegations had indicated. Some delegations obserYed that
macro-economic conditions were more important than specific foreign direct
investment policies in attracting new foreign direct investme?t.inflows, and
highlighted the need to find solutions to the current debt crisis as a means ?f.
increasing foreign direct investment flows into developing coun?rles. In addition,
new technologies and materials had contributed to the increase in the share of .
foreign direct investment going to developed countries at the expen§e of developing
countries. One delegation also stressed the importance of.the con§1stency andb
stability of foreign direct investment policies in attracting new 1nve§tm?nts Yble
transnational corporations. Another delegation s?ggested that it was 1nd1sgensa
for specific preferential measures, particularly in Ferms of ?n?oufagezenz orwork
foreign direct investment, to be taken by the countries of origin in tf? ra?zl

of a contract of progress and prosperity supported by the appropriate financ
mechanism.

8. A number of delegations pointed out that the total debt of Latin %me;xci,
amounting to $500 billion, was hindering the development process, partl?u ar i
because of the negative net transfer of resources. The¥ support?d the 1de? o .
continuing the innovative measures initiated by banks w1Fh the aim of solv%ng the
debt problem. They expressed the view that the international economic environment
did not help the initiatives for sustainable development. In that regarq,
international trade liberalization, access to international markets and improvement
in the terms of trade were necessary to start the process of growth and developwent
of their region. The need for the transfer of technology from deYeloped countries
through foreign direct investment or economic programmes was mentloned,‘and concern
was expressed at the low levels of foreign direct investment in the region. Many
of those delegations gave details of the fiscal and economic adjustment programmes
that had been initiated. In that context, the developed countries were requested
to create international conditions to enhance trade with developing countries and
the promotion of foreign direct investment to the region.

9. Many delegations noted with concern that the least developed countries
continued to be largely by-passed by foreign direct investment inflows despite
adjustment efforts in their economies and changes in foreign direct investment
policies aimed at attracting foreign direct investments. Most delegations agreed
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that the gravity of the situation required a co-ordinated action not only by host
countries but also by home countries and international organizations. Home country
incentives for investment usually did not take into account the special problems of
the least developed countries and were directed to all developing countries.
Therefore, some delegations called for special incentive programmes by home
countries designed to support increased flows of foreign direct investment to the
least developed countries. They spoke in favour of the measures proposed in the
report of the Secretary-General on home country incentives for investment in the
least developed countries (E/C.10/1990/4), including the removal of the remaining
obstacles to outward investment; unilateral fiscal concessions; the earmarking of a
proportion of financial resources for the least developed countries to support
foreign investment; and further liberalization of trade measures in favour of least
developed countries. One delegation expressed the view that special measures
applying solely to the least developed countries needed further consideration.
Other delegations, while supporting special foreign direct investment measures for
least developed countries, stressed that in view of the gravity of the problems of
those countries, the increased foreign direct investment would not be sufficient to
solve those problems and should be considered as part of a broader action,
including inflows of additional resources from other sources, such as official
development assistance aimed at strengthening private enterprises, developing
infrastructure in its broadest sense, including health and education, and improving
financial services. Some delegations noted that many least developed countries had
not yet reached a level of development that was conducive to substantial foreign
direct investment. Some delegations provided additional information on measures
taken by their countries to encourage investment by their transnational
corporations in developing countries.

10. Many delegations noted that changes in Eastern Europe and the Soviet Union
were likely to lead to increased foreign direct investment into those countries,
and some of them expressed the concern that they had a potential to compete with
foreign direct investment flows to developing countries. Other delegations noted
that that potential had not yet materialized and flows to that region did not have
to compete with the flows of foreign direct investment to developing countries. It
was observed that there was no fixed amount of world-wide foreign direct
investment. If new investment opportunities abroad emerged, transnational
corporations were in a position to increase funds allocated to such investment and
did not have to shift foreign direct investment from one location to another. Many
delegations noted that in the medium and long run, changes in Eastern Europe and
the Soviet Union might have a positive impact on the world economy, including
developing countries, although in the short term some diversion of foreign
investment flows away from developing countries could not be ruled out.

11. A number of delegations expressed the view that it might be useful to analyse
on a regular basis the implications of the above-mentioned trends, for
international economic relations, including foreign direct investment flows.

12. Many delegations noted that regional economic integration among developed
market economies helped to stimulate foreign direct investment into and within
integrated regions, while similar arrangements among developing countries had so
far not had the same result. One representative affirmed, however, that the
integration scheme to which his country belonged had contributed to increased
foreign direct investment inflpws. Many delegations agreed that there were both
positive and negative implications of the single market programme in Europe for
developing countries. Several delegations stressed the potential negative
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implications, expressing concern that economic integration in Western Europe and
North America might threaten developing countries in the form of lessened foreign
direct investment flows to the latter. Other deleégations remarked that the single
market programme in Europe would help developing countries in the form of increased
foreign direct investment by European transnational corporations, which would
become more internationally competitive in the world economy. The same delegations
pointed out that the European Economic Community would be in a position to play a
stronger international role, contributing to overall world prosperity and greater
support for developing countries and that trade liberalization was a key success
factor in the single market programme. One representative pointed out that the
United States-Canada Free Trade Agreement did not create any new barriers to
foreign direct investment and was aimed at creating a more open environment for
foreign direct investment. Another delegation underlined the fact that the 1992
programme in Europe was a fundamental factor in determining the level of foreign
direct investment into neighbouring developing countries.

13. Some delegations, noting the problematic experience of regional economic
integration in developing countries, stated that it was not possible tc compare
them with similar efforts in developed countries either in scope or purpose. It
was stated that the reason for that was that developing countries did not have
sufficient purchasing power necessary to make their regional economic integration
programmes a success. It was also noted that regional economic integration was not
an end in itself, but a way for countries to grow together. It was not surprising
that integration schemes among developing countries had stagnated, given the fact
that the need for servicing compelled them to trade with developed market economies
rather than with their regional partners. One delegation pointed out that the
competitiveness of the economies of developing countries did not inhibit ‘the
success of their regional economic integration efforts, noting the potential of
integration programmes among developing countries to lead to increased .
intra~-industry trade and foreign direct investment, as had happened on a wide scale
among developed countries.

14. Delegations suggested a number of areas for further research and techni?al
Co-operation. Many delegations deemed that further research on the implications of
the emerging integrated market of the European Economic Community, as well as other
integration arrangements, including bilateral agreements in North America, deserved
close scrutiny and analysis. Another area that warranted research irvolved the
changes in Eastern Europe and the Soviet Union and their impact on flows of foreign
direct investment to that region and to developing countries. A few delegations
emphasized the need to broaden the analysis of recent trends to cover not only
inflows of foreign direct investment but also other associated financial flows in
both directions. Some delegations expressed interest in technical co-operation
programmes for Eastern Europe and the Soviet Union, stressing, however, that they
should not be carried out at the expense of programmes for developing countries.

15. Suggestions made for the future work of the Centre for Transnational
Corporations with regard to the role of transnational corporations in the least
developed countries included a contribution on the subject to the second United
Nations Conference on the Least Developed Countries, scheduled to take place in
September 1990; studies assessing the efficiency of foreign direct investment
policies and examining the determinants of foreign direct investment in the least
developed countries; and an expert group meeting to attract such investment into
those countries. The least developed countries should maintain high priority in
the Centre's work.
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16. A number of countries supported the idea to undertake country assessment
studies, provided that they were done entirely on a voluntary basis and did not
involve any evaluation by the Commission. A few delegations expressed reservation
with regard to the Centre's taking up that task.

17. 1In his concluding remarks, the Executive Director expressed his satisfaction
at the broad consensus emerging from the discussion about the role of transnational
corporations in international development, which reflected the positive change in
the perception of the foreign direct investment process. While recognizing the
absolute growth of foreign direct investment inflows to developing countries, he
observed that the declining share of those countries in world-wide inflows was an
issue of concern because that was a sign of relative disintegration from the world
economy; and many least developed countries received hardly any foreign direct
investment. He agreed that regional integration of developed market economies and
changes in Eastern Europe and the Soviet Union bore the potential for long-term
positive effects for the world economy, including developing countries; potential
short-term adverse implications should not be overlooked. Those developments
should be a subject of further studies. Finally, the Executive Director said that
the proposal to undertake studies to enable the Commission to play a role in
assessing the impact of foreign investment on national economies clearly fell

within the mandate of the Commission and that such assessments should be entirely
voluntary.

Action taken by the Commission

18. The Commission took note of the report of the Secretary-General on recent
developments related to transnational corporations and international economic
relations (E/C.10/1990/2). It requested the Secretariat to prepare for its
seventeenth session another report on recent developments related to transnational
corporations and international economic relations, taking into account the comments
made by the delegations at the sixteenth session. The report should also address
the implications for foreign direct investment and related forms of international
economic co-operation, of developments in Eastern Europe and the Soviet Union,

particularly with a view to identifying ways and means through which developing
countries might benefit from those developments.

19. The Commission took note of the report of the Secretary-General on home

country incentives for investment in least developed countries (E/C.10/1990/4). It
requested the Secretariat to participate fully in the review of the implementation
of the Substantial New Programme of Action for the Least Developed Countries 6/ and

undertake further studies relevant to the role of transnational corporations in
these countries.

6/ See Report of the United Nations Conference on Least Developed Countries,

Paris, 1-14 September 1981 (United Nations publication, Sales No. E.82.1.8),
part one, sect. A.
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Chapter III

WORK RELATED TO THE CODE OF CONDUCT ON TRANSNATIONAL CORPORATIONS
AND OTHER INTERNATIONAL ARRANGEMENTS AND AGREEMENTS

20. The Commission considered agenda item 4 at its 9th meeting, on 9 April 1990.
It had before it the report of the Secretary-General on the progress made in the
work on the code of conduct on transnational corporations (E/C.10/1990/5); and the
report of the Secretary-General on international arrangements and agreements
related to transnational corporations (E/C.10/1990/6).

21. In his introductory statement, the Executive Director of the Centre explained
the outcome of the informal consultations conducted by the Bureau and the enlarged
Bureau of the special session of the Commission on Transnational Corporations in
January and April 1990 with a view to determining the future of the negotiations on
the code of conduct. The consultations had led to a decision to conclude the
negotiations as soon as possible on the understanding that further negotiations
would entail only minor changes in the present text of the code and would conclude
before July 1990. The Economic and Social Council had decided to reconvene the
special session of the Commission on Transnational Corporations for one day on

24 May 1990 (Council decision 1990/204), when the Commission would receive and
formalize the conclusions of the enlarged Bureau.

22. The Executive Director observed that while the negotiations would contin?e and
hopefully soon come to a successful conclusion, new needs and concerns had arisen
in the international arena which required priority attention, such as the
elaboration of international standards in the area of the environment.. The
conclusion of bilateral investment treaties was another area of expanding

activity. Those or any other aspects of foreign direct investment and .
transnational corporation activity would greatly benefit from the conclusion of the
code of conduct as a general frame of reference for the development of more
specific and detailed standards to deal with the more dynamic aspects of such
activity.

23. Delegations expressed their support for the initiatives taken by the Chairman
and Bureau of the special session aimed at bringing the wor% on th? code of conduct
to an early and successful conclusion. They reiterated their commitment to the
elaboration of the code. A number of delegations referred to the report and
recommendations of The Hague Symposium on the United Nations Code of Conduct on
Transnational Corporations, held in September 1989 (see E/C.10/1990/5, annex).

Some delegations expressed the view that the code of conduc? could becoTe a ver¥
important and useful instrument for the conduct of international economic relations
on a legally equal, politically predictable and economically sound basis.

24. Many delegations endorsed the report's finding that in the new inve;tment
environmznt, the need for the code had increased. They also concurred with Fhe
report in that agreement on the code would be facilitated by finding compromise
solutions to the outstanding issues rather than by trying to reso%ve doctrinal
questions and historical debates. At the same time, most delegatl?ns opposed the
idea of re-opening the discussion on the paragraphs of the code which. th?y
underlined, had already been accepted ad referendum. A number of delegatlo?s .
stressed that a good basis for finalizing the code was the draft text contained in
document E/1988/39/Add.1.
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25. A few delegations expressed disappointment that it had not been possible to
use the April informal consultations to continue substantive discussions on the
code, since the views of one group had not been forthcoming. While aware of the
difficulties involved in the protracted negotiations, they should not prevent
substantive discussions from continuing. They therefore appealed to all
delegations to engage in a final effort to surmount the present difficulties and
ensure that the next meeting would produce positive results.

26. A number of expert advisers and representatives of international organizations

also expressed support for the conclusion of the code, stressing the importance of
the code standards for improving living standards and working relations world wide.

Action taken by the Commission

27. The Commision took note of the report of the Secretary-General on the progress
made in the work on the code of conduct on transnational corporations
(E/C.10/1990/5). It requested the Secretary-General to submit another report on
the subject to the Commission at its seventeenth session.

28. The Commission also took note of the report of the Secretary-General on
international arrangements and agreements related to transnational corporations

(E/C.10/1990/6). It requested the Secretary-General to update that report for the
seventeenth session of the Commission.

29. The Commission requested the Executive Director of the Centre to take all

necessary action to assist in the finalization of the negotiations on the code of
conduct on transnational corporations.

Code of conduct on transnational corporations

30. At the 10th meeting, on 10 April, the observer for Bolivia, 7/ on behalf of
the States Members of the United Nations that are members of the Group of 77,

introduced a draft resolution (E/C.10/1990/L.6) entitled "Code of conduct on
transnational corporations".

31. At the 12th meeting, on 11 April, the Chairman read out an amendment to the
second preambular paragraph of the draft resolution, proposed as a result of
informal consultations, whereby the words "negotiations on" would be inserted
between the words "finalize" and "the code of conduct".

32. Following statements by the representatives of China, the United Kingdom of
Great Britain and Northern Ireland, the Federal Republic of Germany and the
observer for Bolivia, on behalf of the State Members of the United Nations that are
members of the Group of 77, the representative of the United Kingdom of Great
Britain and Northern Ireland proposed that the words "finalize negotiations on the

code of conduct" be replaced by the words "conclude negotiations on the code of
conduct".

17 In accordance with rule 72 of the rules of procedure of the Economic and
Social Council. ‘
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33. The Commission then adopted draft resolution E/C.10/1990/L.6, as orally
amended (see chap. I, sect. A, draft resolution II).

34. After the adoption of the draft resolution, the representative of Tunisia made
a statement.
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Chapter 1V

INTERNATIONAL STANDARDS OF ACCOUNTING AND REPORTING

35. The Commission considered agenda item 5 at its 5th, 6th and 8th meetings, on
5, 6 and 9 April 1990. It had before it the report of the Intergovernmental

Working Group of Experts on International Standards of Accounting and Reporting on
its eighth session (E/C.10/1990/7).

36. With regard to the results of the eighth session of the Intergovernmental
Working Group of Experts on International Standards of Accounting and Reporting,
the representative of the United Nations Centre on Transnational Corporations
informed the Commission that the Group was fulfilling its primary objective of
serving as a global forum for the discussion of international accounting and
reporting issues. In particular, it discussed accounting implications of the
continued instability in financial markets, European economic integration and
glasnost. It took up such technical topics as accounting by and for joint ventures
and accounting for pension commitments, intangibles and environmental protection
measures. Some of those topics had a significant economic impact since a
modification in accounting rules could lead to significant changes in balance
sheets or income statements.

37. He said that the Group had also examined accounting needs in Africa and had
suggested that regional meetings be held, during which pilot projects to meet those
needs could be identified. The Group was in the process of re-examining its
objectives and how to achieve them in the light of changes in the global economy.
The Group was aware of the need to improve developing country participation and had

encouraged the Centre to hold special meetings in Africa and Latin America to
encourage such participation.

38. One representative said that the gradual conversion of his country to a market
economy would require legal, financial and accounting reforms. In particular, it
was important to improve accounting to better serve the needs of investors. The
accounting system should no longer be used merely to verify production targets.

His country evaluated very positively the Group's work on joint ventures,
intangibles and environmental protection measures since the Group was contributing
to economic restructuring. The representative of a country of the same region said
that his country was ready to make greater use of agreed international standards
and that the Group's work was making a positive contribution to economic
co-operation; he favoured the further development of that work.

39. One representative fully agreed with the assessment of the positive results of
the eighth session. He said that the Group's conclusions would increasingly be
taken into account in international standard-setting activities. His country was
concerned, however, about the number of vacancies in the Group and the weak
participation of developing countries. He said that that situation should he
remedied by the ninth session. His country fully supported the idea of holding
regional meetings in Africa to encourage participation. One representative said
that he fully supported the idea of setting up a fund to facilitate attendance.
Another welcomed the emphasis the Group was putting on the practical training of

accountants in developing countries and said that his country would be prepared to
give full support to such activities.
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Action ken b he Commission

40. At its 8th meeting, on 9 April, the Commission adopted two draft decisions,
entitled "Report of the Intergovernmental Working Group of Experts on International
Standards of Accounting and Reporting on its eighth session and provisional agenda
and documentation for the ninth session of the Group" and “Survey of accounting
needs in Africa” (see chap. I, sect. C, decisions 1990/1 and 1990/2).
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Chapter V

TRANSNATIONAL CORPORATIONS IN SOUTH AFRICA AND NAMIBIA

41. The Commission considered agenda item 6 at its 6th and 7th meetings, on
6 April 1990. It had before it the following documents:

(a) Report and recommendations of the Panel of Eminent Persons established to
conduct the second public hearings on the activities of transnational corporations
in South Africa and Namibia (A/44/576-5/20867, annex);

(b) Report of the Secretary-General on measures relating to trade, finance,
investment and technology transfers to South Africa (E/C.10/1990/8).

42. In introducing the item, the Executive Director of the Centre noted that in
recent months there had been historic developments in the effort to end apartheid
and the prospect of negotiations towards a new system of government in South
Africa. He also referred to the independence of Namibia.

43. Concerning the responsibilities of home countries of firms operating in South
Africa, he noted that international finance was probably the area in which
sanctions had the most severe effects on the South African economy. International
trade and foreign investment had a less immediate impact. The effect of sanctions
in the area of international finance was expected to intensify in June 1990, when a
large proportion of South Africa's debt would have been due for repayment.

However, the expected crisis was averted with a new rescheduling agreement
announced last October, which spread repayment of the debt due in June over a
period of three and a half years. He noted that the Commission could call on
Governments to expand their existing scholarship programmes, which would enable
more black South African students to obtain higher education at their
universities. It could also request a feasibility study for a comprehensive
training programme and a pilot entrepreneurship training and business development
programme for black South Africans in co-operation with transnational corporations.

44. As to the future work of the Centre, he said that the Panel's recommendations
offered a range of options. In the case of Namibia, there was no doubt that
continuing technical assistance would be needed in the formulation and
implementation of appropriate investment policies. The Centre was already engaged
in the preparation of a new investment code at the request of the new Government.
Also, with the requisite funding, the Centre could play an important role in the
organization of training programmes for black South Africans, along the lines
recommended by the Panel, that is, with the assistance of transnational
corporations in education programmes and on-the-job training.

45. Many delegations stressed that the internaticnal community could not consider
the recent events occurring in South Africa, such as the release of Nelson Mandela,
as a reason for lifting sanctions. They reiterated the view that mandatory
comprehensive economic sanctions were the most effective form of pressure against
South Africa and that therefore they should be increased and strengthened. The .
responsibilities of home countries went beyond passing legislation. They were also
responsible for monitoring the implementation of measures to assure that they had ‘
the desired effect. Actions by transnational corporations to replace equity with
non-equity links with South Africa undermined the effectiveness of economic
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measures. Reaffirming that disinvestment meant the cutting of all ties, they
called on companies to Pull out altogether so as to discontinue the supply of
essential products, equipment and technology to South Africa, including technology
licensing and distribution and franchise agreements. They also deplored the recent

renegotiation agreement worked out between the South African Government and
transnational banks.

46. One delegation noted that recent events in South Africa had contributed to a
"new dynamism" towards the peaceful abolition of apartheid and expressed the hope
that further steps would be taken in that regard. The African National Congress
had shown a willingness to enter into a dialogue, and all efforts should be
encouraged to that end. However, that delegation observed that it was necessary to
maintain pressure on South Africa. Although it was not opportune to lift sanctions
at the present time, certain aspects might be reviewed in the light of recent
events. That delegation's Government had begun to make certain modifications in
the visa requirements for South African citizens in an effort to encourage the
process of democratization. Contacts with the larger part of the South African
population were needed.

47. One delegation, speaking on behalf of a group of States, noted tha? the
Mmeasures taken by European companies had contributed to an improveme?t in the
standard of living of black employees and to the promotion of the principle of
racial equality by helping break down apartheid in the ‘workplace. ?hose measures
had also facilitated the development of trade unionism in South Afrlca and had
eéncouraged European companies to pursue further their efforts to improve the
conditions of black employees. Those States were determined to promote the .
implementation of their national codes, conscious of the fa?t that obs?rvance o
the code by European companies set an example for South African companies.

48. Several African delegations noted the measures taken ?y the Eur?pzaihcogsgizii
to improve the standard of living of black employees ?ut‘dlsagreed wit a:d ver
measures the group had taken in breaking down agpartheid in the workplace

system as a whole.

49. Two delegations, while joining in the condemnation o? gpgg;hg;g, :bsizzi: t;:z
sanctions should be relaxed rather than intensified, considering recen t: oLe

had been taking place in South Africa. Against that background of eve:':xmer,lt o
Government of one of the two delegations would no longer Pan new 1?ves el
restrict tourism. The other delegation rejected the premise contaln?d in S
report that the withdrawal of transnational corporations Yould contrlb;te othat
advancement of the interests of the majority of South Afr%cans. Ther? ore;
delegation's Government supported the continued preseqce 1n.So?t? Afr;gat;at
responsible corporations that subscribed to the Su}llvan Principles ; it
implemented the code of conduct codified in the Unlt?d States Compre e?s o
Anti-Apartheid Act of 1986. Regarding the South African debt, that de egs ;f oo
noted that United States banks had little real leverage t? Press the Sout ;1 ;Or
Government for tougher repayment terms as a means of providing fu?ther piissr ethp
political reform, and that repayment terms had been set almost unilaterally by )

South African side.

50. Another delegation stated that the Commonweal?h Heéds of Governmen; zizoqnjzed
the importance of monitoring South Africa's financial links and endorse e
establishment of an independent agency to review and report on Sout? Africa
internatioral financial relations on a regular basis. That delegation was
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particularly encouraged by the prospect that the Commission would be examining
means whereby transnational corporations could, through special training
programmes, help to develop a cadre of black South African business managers. That
delegation added that its Government had adopted over 30 measures designed to
persuade the South African Government to dismantle apartheid. 1In the same vein,
another delegation noted that its Government had requested that its business
community not undermine the measures taken by other countries in South Africa.
Regarding trade with South Africa, owing to the efforts of its Government, trade
figures had declined 4 per cent in 1988 and 6 per cent in 1989 in dollar terms.
That delegation's Government was also enhancing its economic and technical
co-operation with the front-line States.

51. Several delegations expressed their appreciation for the work of the Panel of
Eminent Persons established to conduct the second public hearings on the activities
of transnational corporations in South Africa. In their view, the hearings had
contributed to raising public awareness in Europe and in other regions.

Action taken by the Commission

52. The Commission took note of the report and recommendations of the Panel of
Eminent Persons established to conduct the second public hearings on.the activities
of transnational corporations in South Africa and Namibia (A/44/576-S5/20867, annex)
and the report of the Secretary-General on measures relating to trade, finance,
investment and technology transfers to South Africa (E/C.10/1990/8).

53. The Commission requested the Centre to prepare a report, to be submitted to
the Commission at its seventeenth session, on the activities of transnational
corporations in South Africa, including a review of the responsibilities of home
countries with respect to transnational corporations engaged in such activities,
and also the results of the feasibility study for a comprehensive training
programme for black South Africans.

Activities of transnational corporations in South Africa

54. At the 6th meeting, on 6 April 1990, the observer for Mali, 8/ on behalf of
the States Members of the United Nations that are members of the Group of African
States, introduced a draft resolution (E/C.10/1990/L.4) entitled "Activities of
transnational corporations in South Africa".

55. At the 12th meeting, on 11 April, the observer for Mali made a statement on
behalf of the States Members of the United Nations that are members of the Group of

African States, in the course of which he replaced operative paragraph 14, which
read:

"Requests the Secretary-General to undertake speedy implementation of
paragraph 9 of Council resolution 1988/56 and to report the results thereof to
the Commission on Transnational Corporations at its seventeenth session;”

87 In accordance with rule 72 of the rules of procedure of the Economic and
Social Council.
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by the following:

"Takes note with appreciation of the report and recommendation of the
Panel of Eminent Persons established to conduct the second public hearings on
the activities of transnational corporations in South Africa."

56. Statements were made by the representatives of Uganda, Ghana, Zimbabwe,
Cameroon and China, as well as by the observers for Ireland (on behalf of the
States Members of the United Nations that are members of the European Economic
Community) and Bolivia (on behalf of the States Members of the United Nations that
are members of the Group of 77).

57. At the same meeting, following a statement by the representative of the United
Kingdom of Great Britain and Northern Ireland, the Commission adopted the draft
resolution, as orally revised, by a roll-call vote of 27 to 10, with 3 abstentions
(see chap. I, sect. A, draft resolution I). The voting was as follows: 9/

In favour: Argentina, Brazil, Burundi, Byelorussian Soviet Socialist
Republic, Cameroon, China, Cuba, Cyprus, Egypt, Gabon, Ghana,
India, Indomnesia, Iran (Islamic Republic of), Iraq, Jamaica,
Mexico, Peru, Sierra Leone, Trinidad and Tobago, Tunisia, Turkey,
Uganda, the Union of Soviet Socialist Republics, Uruguay,
Venezuela, Zimbabwe.

Against: Canada, France, Germany, Federal Republic of, Italy, Japan,
Netherlands, Norway, Switzerland, United Kingdom of Great Britain

and Northern Ireland, United States of America.

Abstaining: Czechoslovakia, Poland, Zaire.

58. Statements in explanation of vote after the vote were made by the
representatives of Uruguay, the United Kingdom of Great Britain and Northern
Ireland, the Union of Soviet Socialist Republics, Turkey, the United States of
America, Canada, Norway, the Netherlands, Japan, Czechoslovakia, Switzerland,
Poland, Italy, the Federal Republic of Germany, France and Argentina.

59. The observer for Mali made a statement on behalf of the States Members of the
United Nations that are members of the Group of African States.

A that his delegation had

9/ The representative of Zaire subsequently state
intended to vote in favour of the draft resolution.
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Chapter VI

TRANSNATIONAL CORPORATIONS AND ISSUES RELATING TO THE ENVIRONMENT

60. The Commission considered agenda item 7 at its 5th, 6th and 8th meetings on 5,
6 and 9 April 1990. It had before it the report of the Secretary-General on
transnational corporations and issues relating to the enviromnment (E/C.10/1990/10).

61. In introducing the item, the Executive Director of the Centre recalled
Economic and Social Council resolution 1989/25 on transnational corporations and
environmental protection in developing countries and General Assembly resolution
447228 on the United Nations Conference on Environment and Development, stressing
the role and impact of transnational corporations on the enviromment. The report
analysed the role of transnational corporations in global warming and summarized
the work done on the five new projects requested by the Economic and Social Council
in its resolution 1989/25. The initial study of high-risk industrial sectors
explored in depth the issue of global climate change and developed some draft
operational principles for the key industrial sectors which affect global climate
change. The study on the lessons learned in industrial environmental protection
that could be of benefit to developing countries focused on the disclosure of risk
information regulations in industrialized countries and proposed four types of
model legislation for developing countries. The Executive Director reported that
the Centre had performed the preliminary work requested on the two feasibility
studies: one on hazardous technologies and their cleaner, safer alternatives and
the other on the prospect of an environmental fund supported by transnational
corporations to assist developing countries to protect the enviromment. He
presented the Commission with three possible ways in which the fund could
contribute to developing countries. Given the forthcoming Conference, the

Commission was expected to examine its options and guide the Centre on how to
proceed.

62. Delegations expressed their satisfaction with the quality of the Centre's work
and its desire to contribute to sustainable development, as well as its adherence
to Council resolution 1989/25 in carrying out its work. One delegation announced
its intention to distribute the report widely to industry and other appropriate
organizations within its country for comments and inputs, and to submit to the
Commission the results of that dialogue. Delegations reiterated their belief that
transnational corporations had a special responsibility with regard to the
environment, although some delegations pointed out that that responsibility was
shared by all enterprises, national or transnational, public or private. One
delegation stated that transnational corporations were responsible for
environmental problems in developing countries owing to the transfer and
dissemination of environmentally hazardous and polluting technologies. In the
future, transnational corporations should do their best to provide resources and
environmental protection technologies to developing countries.

63. With respect to the work on global climate change and the role of
transnational corporations, delegations welcomed the information provided in the
report on the complexity of the activities that generate gases causing the
greenhouse effect. Some delegations, pointing to the uncertainty of the research
on the role of transnational corporations on climate change, asked that more

research be undertaken and a list of areas for further work and their estimated
financial costs be supplied.
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64. With regard to the establishment of a fund to support the environmental
protection of developing countries, most delegations observed that there were
distinct merits in that idea as it could contribute to the work of the Preparatory
Committee for the United Nations Conference on Environment and Development in
designing financial mechanisms to address enviromental problems in developing
countries. The question required further study, however, and the views of
developing countries should be taken fully into account in proceeding with the
work. Some delegations suggested that the results of those studies, as well as
specific proposals and recommendations, should be presented to the Commission at
its seventeenth session. Some delegations suggested that more details on the
figures, management and functioning of the proposed fund should also be
elaborated. One delegation voiced the opinion that complementarity with the fund
adninistered for the same purpose by the United Nations Enviroment Programme (UNEP)
and the World Bank should also be examined.

65. On developing a directory of hazardous technologies and their safer and
cleaner alternatives, delegations agreed that the underlying objective of that
proposal was sound and that a joint effort between the Centre, UNEP, the United
Nations Industrial Development Organization and the Centre for Science and
Technology for Development could enhance that work and fill in the gaps in the
existing information sources. It was mentioned that any useful directory would
have to be based on an independent technology assessment for sustainable and
environmentally sound development. ’

66. As to the normative work of the Centre, the majority of the delegat%ons _
expressed their satisfaction and appreciation of the work of the Centre in drafting
the criteria on sustainable development management. Delegations noted that Fhe
criteria, if implemented by transnational corporations, wo?ld be a construct%ve
step towards sustainable development, although one delegation observed that if
examined closely, the criteria contained suggestions and pro?osals.already dealt
with by a number of transnational corporations. One delegation pointed ?ut that )
the criteria, while focusing on environmental benefits, overlooked ?erta1n.econom1c
and business considerations by transnational corporations. Delega?xons said that
there should not be different environmental standards for transnational
corporations and domestic firms. The representative of a non—govern@ental
organization suggested convening a meeting two years after the ad?ptlon of the
criteria in order to give transnational corporations the opportunity to report on
their experience with its implementation.

67. With regard to the operational principles to strengthen the participation of
transnational corporations in environmental protection, delegations observed that
the Centre should continue with that work. It was considered that the functional
approach to the development of such principles should be combined with the thematic
approach and that the work should focus on such issues as transfer of technology.
technical and management expertise relevant to environmental management and
assessment of the environmental impacts of the production process. The special
role of the development of accounting standards for environmental information
disclosure and new accounting measures was mentioned in that context.

68. Delegations stressed the importance of the participation by the Centre and the
Commission in the preparations for the Conference. Many delegations emphasized the
importance of the linkage between environment and development, which should he
taken into account in the programmes and projects undertaken by the Centre in
accordance with General Assembly resolution 44/228. The design of mechanisms for
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the dissemination of clean technologies, as well as plans to support their transfer
to developing countries, was an area that would attract considerable attention by
the transnational corporations in the coming years. Many delegations noted that
the transfer of environmentally sound technology to developing countries on
non-commercial and preferential terms was a key issue in their efforts to protect
the environment and that therefore the Commission should focus on that issue in its
contribution to the Conference. Some delegations also noted that international
régimes for the protection of the environment could only be effective if there were
commitments by the developed countries to enforce procedures and policies that
stimulated innovation, enhanced the development and dissemination of new
technologies and ensured ready and widespread access to environmentally sound
technologies. Effective schemes of technology transfer to the developing countries
involving transnational corporations should be conceived. One delegation stressed
that since transnational corporations were probably the dominant institutions
transferring technology across national borders, innovative licensing arrangements,
as well as the gquestion of cost and the terms and conditions of trade in
environmentally sound technologies, should be addressed by the Centre, with
attention being given to the requirement that transnational corporations work their
patents in developing countries. Delegations observed that the Centre could
co-ordinate the participation of transnational corporations in the Conference. One
delegation, while acknowledging the impact of the activities of transnational
corporations on global warming, stressed the impact of the activities of those
corporations on other priority and vital environmental issues mentioned in General
Assembly resolution 44/228, and in particular noted that a survey should be carried
out on the policies and programmes of transnational corporations regarding the nine
major environmental issues mentioned in General Assembly resolution 44/228. The
view was expressed that the Centre should present ways and means of promoting and
stimulating transnational corporations to protect and preserve the environment.

One delegation in particular expressed the hope that transnational corporations
would contribute to the preparatory process and that the Centre would lend its
expertise and advice in achieving that objective.

69. In conclusion, the Executive Director thanked the delegations for their
comments on the Centre's work on transnational corporations and the environment and
for expressing their satisfaction with the work done as a result of the request
made by the Economic and Social Council in its resolution 1989/25. He reiterated
the Centre's desire to contribute to the preparations for the Conference and to
make its expertise available. He emphasized that one of the Centre's main tasks
was to work closely with transnational corporations and involve them in the
preparations. With regard to the work on the directory on hazardous technologies
and their safer alternatives, the Centre intended to draw upon the expertise of
other United Nations bodies. As for the fund, more exploratory work needed to be
done. The Centre was aware of the importance of the fund administered by UNEP but
considered the operation of a fund in which transnational corporations would
contribute as an additional task for the United Nations. He noted the satisfaction
of delegations with the work accomplished on the criteria on sustainable
development management and the request that they be complemented with operational
principles. He reiterated that the Centre's intention with respect to the criteria
was not to single out transnational corporations but observed that hoth General
Assembly resolution 44/228 and Economic and Social Council resolution 1989/25
expressed what appeared to be a consensus that large industrial enterprises,

including transnational corporations, had specific responsibilities with respect to
the environment.
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Action taken by the Commission

70. The Commission took note of the report of the Secretary-General on
transnational corporations and the environment (E/C.10/1990/10). It requested the
Secretary-General to prepare for its seventeenth session a comprehensive and
analytical report, taking into account the comments made by delegations, with a
view to making a significant contribution to the preparatory work of the United

Nations Conference on Environment and Development.



Chapter VII

ROLE OF TRANSNATIONAL CORPORATIONS IN SERVICES, INCLUDING
TRANSBORDER DATA FLOWS

71. The Commission considered item 8 of its agenda at its 4th, 5th and

6th meetings on 3 and 4 April 1990. It had before it the reports of the
Secretary-General on transnational banks and external indebtedness (E/C.10/1990/11)
and on transnational service corporations and the Uruguay Round (E/C.10/1990/12).

A. Role of transnational hanks

72. In introducing the item, the Acting Assistant Director of the Policy Analysis
and Research Division of the Centre observed that there was hardly any dispute in
the international community that the shadow of the external debt problem continued
to cast gloom on the development prospects of a large number of countries. A large
part of external debt of countries facing debt-servicing problems was owed to
transnational banks. Twenty-five banks with a high degree of transnationality
accounted for the mobilization of well over 80 per cent of developing countries’
bank loans. As regards past activities, transnational banks had contributed to the
reduction of debt or its immediate servicing cost in several ways. Among these
were: negotiated interest reductions in the course of restructuring agreements,
the rescheduling of principal repayments, the informal acceptance of interest
arrears, and participation in various forms of debt conversions at considerable
discounts. He noted that such contributions notwithstanding, the claims of
commercial banks on 17 major debtor countries (including Hungary and Poland) in
1988 were nearly $60 billion more than in 1982. Their debt service, as a
proportion of their exports of goods and services, averaged more than 40 per cent.
In consequence, a substantial outflow of resources from those debtor countries to
the rest of the world persisted with its inescapable implications for a decline in

investment, consumption and expenditure on vital social services, such as health
and education.

73. The Brady plan undoubtedly represented a major step forward in the
international perception of the debt problem in its explicit recognition of the
need to reduce the stock and service of debt owed to transnational banks. It
contained a number of elements aimed at encouraging transnational banks to
contribute to the process of debt reduction. However, he observed that given the
financial resources currently foreseeable to support the implementation of the
Brady plan and the instrumentalities for effecting the reduction envisaged under
it, the anticipated impact would be inadequate to meet the debt reduction needs of
debtor countries. Moreover, the information available on the agreements so far
reached between the debtor countries and their creditor banks within the framework

of the plan also supported the conclusion that the relief brought about by them was
less than what was needed.

74. Additional measures that could be taken to reduce the burden of debt/debt
service related to: (a) the discretion given to transnational banks in choosing
between debt reduction and new money options; (b) flexibility in the use of
official resources by the debtor countries for the purpose of debt reduction:
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(c) the extent of voluntariness of the participation of commercial banks in
debt-reduction deals; (d) the need to determine the extent of reduction required

for different countries by an international financial institution; (e) reforms in
accounting, tax and requlatory provisions by creditor countries; (f) measures to
expand the scope of debt/equity conversions by debtor as well as creditor

countries; (g) ways to reduce capital flight from debtor countries; and (h) the
creation of a new institutional arrangement to expedite debt-reduction negotiations.

75. Most delegations expressed the view that the continuing problem of external
indebtedness posed a serious problem for the revitalization of growth in developing
countries. It contributed to the unstable economic environment in those countries
and was a key factor in the reduction of flows of foreign direct investment.
Moreover, the problem of debt should be viewed in the broader context of trade,
resource flows and development.

76. Many delegations noted that there was a close relationship between
transnational banks and external debt, a large part of which was owed to
transnational banks. While observing that some progress was achieved in the
reduction of the stock and service of debt owed to transnational banks and noting
some of the actions taken by transnational banks for that purpose, it was recalled
that those measures did not prove very effective, and the burden of debt was
getting progressively heavier. Those delegations considered the Brady plan to be
an important step, but stressed the need for further innovative actions by the
international community, including transnational banks and their home countries, to
effect a reduction of debt commensurate with the needs of debtor countries, and
they voiced their support for the proposals contained in the report of the
Secretary-General on the subject. The need for reversal of net outflow of .
resources from debtor countries and for injection of fresh capital was emphasized.
In that context, it was also observed that the criticism often addressed t?
developing countries with respect to capital flight was not alwa¥s appropriate
since, in many cases, capital flight was facilitated by transnational banks.

77. Some delegations commended the report of the Secretary-General on the fole of
transnational banks and the external debt, in particular the studies regarding the
need to reduce the debt in Latin America, and recommended a continuation of that
work by the Centre.

78. Some delegations, while reccgnizing that the Commission on Transnational
Corporations and the Centre had a useful role to play in the area of debt owed to
transnational banks, observed that Bretton Woods institutions were the primary
forums for discussion of the relevant issues. A few delegations elaborated on the
steps taken by the respective countries to reduce the burden of debt.

79. A few delegations indicated that, in order to facilitate debt reduction
measures by transnational banks, steps were required also on the part of
Governments of countries which are home to those banks, particularly in the field
of tax and accounting regulations.

80. Some delegations observed that though the report presented before the
Commission was useful for the further work of the United Natjons with regard to the
debt problem, the recommendations could be made more specific and concrete. OUne
delegation commented that the measures proposed in the report were not appropriate
for debt owed to Governments and that there could be greater analysis of the role
of foreign direct investment as a means to reduce the burden of debt. Another
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delegation observed that the proposals in the report should not stand in the way of
convergence between debtor countries and transnational banks.

81. Some delegations expressed the opinion that the discussion of the debt issue
fell outside the mandate of the Commission on Transnational Corporations. One
delegation disagreed with the observation in the report that the debt strategy
outlined in the Brady plan would not have a significant effect on debt reduction
and also with the proposal for the creation of a new institution. The delegation

stressed the need for linking debt reduction to policy reforms and for a
case-by-case approach.

82. Several delegations offered suggestions for future work by the Centre
concerning the role of transnational banks. Among them were the role of
transnational banks in the development of the financial sector and capital markets;
the impact of changes in regulatory policies:; the role of transnational
corporations in securing access to foreign direct investment and international
trade; the positive contributions by transnational banks through on-shore
operations and their role in capital flight; and the analysis of different
countries' experiences with debt-equity swaps from the point of view of their
success in attracting foreign direct investment, the extent of appropriation of
discounts by debtor countries, the impact on inflation and contribution to exports.

83. 1In his concluding statement, the Acting Assistant Director thanked the
delegates for their comments on the report. He observed that no one disputed the
seriousness of the debt problem both in the context of overall development and of
impact on flows of foreign direct investment and stated that the Centre would stand
ready to undertake further studies on the subject, if so desired by the Commission.

Action taken by the Commission

84. The Commission took note of the report of the Secretary-General on
transnational banks and external indebtedness (E/C.10/1990/11) and requested the

Centre to continue further studies on the subject in the light of the discussions
at its sixteenth session.

B. Role of transnational corporations in other services

85. The Commission considered item 8 (b) of its agenda at its 3rd, 4th and
5th meetings, on 3 and 5 April 1990. It had before it the report of the

Secretary-General on transnational corporations and the Uruguay Round
(E/C.10/1990/12).

86. In introducing the item, the Acting Assistant Director of the Policy Analysis
and Research Division of the Centre outlined foreign direct investment issues
related to the negotiations on trade in services in the Uruguay Round of
Multilateral Trade Negotiations. He pointed out the difficulty of drawing a
boundary line between foreign direct investment and trade in services. The
intangible and non-storable nature of services required that many of them must be
produced when and where they were consumed, that is, by foreign affiliates. One
could distinguish between various alternative modes of delivery of services,
including the cross-border movement of services and information, the movement of
persons, licensing or other non-equity arrangements, commercial presence in the
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form of sales or representative offices, and the establishment of affiliates by
services producers. In some services more than one of the alternatives might be
available, and, as the Montreal mid-term review of the Uruguay Round suggested,
"foreign services may be supplied according to the preferred mode of delivery". In
many services, however, the establishment of foreign affiliates involving equity or
non-equity arrangements was the most common mode of delivery. That highlighted the
importance of the distinction between trade and foreign direct investment, because
depending upon whether a transaction was defined as "trade" or "foreign direct
investment", different policy régimes might apply.

87. He referred to some sectoral considerations relating to the role of
transnational corporations in services, drawing attention to the role played by
transnational corporations in international transactions in the six industries
examined by the Group of Negotiations on Services of the Uruguay Round. Their
impact upon the host economies in such areas as employment, trade¢, and the balance
of payments was likely to vary from sector to sector. Their major common
contribution to host country development was, however, the transfer of technology,
including knowledge, skills and management expertise. Measures promoting the
transfer of technology by transnational service corporations would, therefore, be
an important element of any multilateral framework relating to services. In that
context, a number of concepts that had been elaborated in international instruments
relating to foreign direct investment including, in particular, the Code of Conduct
on Transnational Corporations, were relevant to the negotiations on trade in.
services and might usefully complement any eventual framework on trade emerging
from the Uruguay Round.

88. Some delegations taking the floor agreed that issues relating to Fhe
liberalization of services and the role of transnational corporations in the
delivery of services were important in the context of the multiléteral trade
negotiations of the Uruguay Round. One delegation, however, affirmed that the
discussions taking place at the Uruguay Round should be separated ffom.those
regarding the code of conduct on transnational corporations. The difficulty of
distinguishing between trade, foreign direct investment and o?het modes of de11v?ry
was acknowledged. One delegation expressed the view that an 1mp?oved understanding
of the distinction between various types of transactions in services could be
important, among other ways, in determining the covefage of the fram§work that
might emerge from the negotiations. Another delegation was of the view Fhat
attempts to define trade in services had been largely unsu?ce§sful and divergent
definitions had led to a variety of proposals regarding principles and rules for
international transactions in services. Another delegation suggested t?at the
question of distinguishing between alternative modes was o? in?erest maznly for
data-gathering purposes. Most delegations agreed that policy %ssues relatln? to
international transactions in services, including those involving th? establishment
and presence of transnational corporations, deserved attention especially from thi
perspectives of development and growth. In that context, r?ference was mad? to the
relevance of considerations relating to specific sectors which were ralsed'ln _
document E/C.10/1990/12. One delegation gquestioned the need for a re—?xamlyatlon
of current international régimes and policies prohibiting foreign ?arrlers in
domestic transport in view of the concentration of international alf and shippling
services in the hands of developed country firms. The same delegatlon’drew
attention to the potential problems that could result from liberalization or
opening up to foreign firms in terms of foreign exchange leakages, emplo¥ment
concentration in low-skilled categories in the tourism sector, and crowding ?ut of
local companies in the financial sector. Another delegation expressed the view
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that since services trade surpluses were presently concentrated in developed
countries, the issue of expanding services exports by developing countries should
be given special attention.

89. Some delegations observed that a code of conduct on transnational corporations
would provide a guide for transnational corporations in services and could usefully
complement the framework on services that might be emerging from the Uruguay
Round. Attention was also drawn to the relevance of the United Nations Conference
on Trade and Development (UNCTAD) Set of Multilaterally Agreed Equitable Principles
for the Control of Restrictive Business Practices in the context of liberalized
trade in goods and services. It was observed, however, that there was no direct
link between the Uruguay Round negotiations and negotiations on the code of conduct
on transnational corporations.

90. Most delegations stressed the importance of the Centre's research in the area
of foreign direct investment and transnational corporations in services. In
particular, they emphasized the need for policy-oriented studies on the impact and
implications for countries, particularly developing ones, of the liberalization of
foreign direct investment and trade in services, focusing especially on industries
of interest to host countries. 1In that context they underlined the need for close
co-ordination of the Centre's work with that of other concerned bodies, such as the
General Agreement on Tariffs and Trade (GATT) and UNCTAD. They also supported the
Centre's technical assistance efforts in the area of services, with particular
focus on policies and measures relating to foreign direct investment and
transnational corporations in services.

91. In his concluding remarks, the Acting Assistant Director said that the
discussion had reaffirmed the conceptual difficulties of distinguishing between
trade and foreign direct investment in services. He assured the Commission that
close co-ordination existed between the Centre and other agencies, particularly
UNCTAD and GATT, as regarded work in the area of services, and that their
respective focuses were clear, with the Centre's work concentrated on foreign
direct investment in services and that of the others on trade.

Action taken b he Commission

92. The Commission took note of the report of the Secretary-General on
transnational corporations and the Uruguay Round (E/C.10/1990/12). It requested
the Secretary-General to conduct further in-depth research and technical
co-operation in the area of services, taking into account the deliberations of the

Commission, and to submit a report thereon to the Commission at its seventeenth
session.
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Chapter VIII

ONGOING AND FUTURE RESEARCH

23A ?he Commission considered item 9 of its agenda at i
tragzll iQQOé It had before it the reports of the Secr
-related aspects of intellectual i
; property rights (TRIPs) and t
b rade-rel
corp§:2:?§ me?gyéeio(fRIMs) (E/C.10/1990/13), and on non-conventional traisizi?onal
ns -1071990/718). A thirgd report related i
porat ; to this agenda it

activities of the United Nations C ; i nd nF Shg
e entre on Transnational Corporations and

; : ' ; of th
Joint units established with the regional commissions (E/C.10/1990/16), was °

considered separately under a i
. genda item 12 (on the activiti
Transnational Corporations). 168 of the Centre on

94. .The Executive Director of the Centre introduced the report on TRIPs and TRIMs
Statlng-that the Centre had sought to examine the impact of intellectual property '
Protection on technology and investment flows, and of trade-related investment
measur?s on the behaviour of investors and on economic development in host
Countries.

95. He noted that all countries had an interest in providing adequate protection
and enforcement of intellectual property rights, particularly developing countries
as net importers of technology and foreign investment. However, the impact of
intellectual property protection on technology and investment flows had not always
been uniform in all countries. The mixed evidence on impact suggested that most
countries - particularly developing countries - found it necessary to complement
intellectual property protection with an appropriate set of investment and
transfer-of-technology measures.

96. The evidence on the impact of TRIMs was similar: there were both positive and
negative effects in the use of particular investment measures; but there was
already a clear trend towards the liberalization of such measures, although the
mixed evidence suggested that host countries may still need to use certain
investment measures in particular situations, such as to address market
imperfections or for other public policy reasons.

97. The report on non-conventional transnational corporations focused on small and
medium-sized transnational corporations, transnational corporations from developing
countries and enterprises in Eastern Europe and the Soviet Union with investments
abroad. Foreign investment by small- and medium-sized transnational corporations
presented qualitative improvements compared to investments by large transnational
corporations, in that their technology tended to be associated with small-scale
operations; they tended to generate more employment per unit of capital and also to
transfer their technology to local small- and medium-sized enterprises. That
offered particular advantages to developing countries, many of whom were keen to
develop their own enterprises in collaboration with Governments of developed
countries and international organizations.

98. 1In the discussion, delegations expressed their support for the Centre's
research programme. With regard to TRIPs, one delegation was of the view that the
direction of work was probably peripheral to the main rationale of the Uruguay
Round negotiations, which was on the effect of poor intellectual property
protection on trade flows. That delegation suggested that future work on TRIPs
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should focus on the costs and incidence of poor intellectual property protection on
international trade and investments. Another delegation stated that it attached
great importance to intellectual property protection, to the means for providing
such protection and to its role in international investment relations. That
subject had only recently been under discussion by its Government, which had
decided to adopt a new law on intellectual property protection as a major feature
of its effort to join GATT. Delegations also expressed their support for the
Centre's work on non-conventional transnational corporations and considered the
report as reflecting processes in the world economy.

99. Some delegations expressed their agreement with the conclusions of the report
that non-conventional corporations offered particular advantages to developing

countries. One delegation expressed the view that further work in that area should
be explored.

100. In responding to issues raised in the discussion, the Executive Director
assured delegations that the Centre always undertook its research work in close
co-ordination with other international organizations in order to avoid duplication
and overlap, particularly in areas where negotiations were currently under way in
those other organizations. With regard to the focus of the work on TRIPs, the
Executive Director emphasized that the Centre's concentration on investment issues
was dictated by the need to avoid interfering in the trade negotiations, as well as
to verify the investment impact of adequate or inadequate levels of intellectual
property protection. On the latter point, the Centre's main interest was to
provide empirical data which might clarify the actual role of intellectual property
protection in investment and technology flows, a subject on which there were
obviously differences of opinion in the international community.

Acti ken mmission

101. The Commission took note of the reports of the Secretary-General on
trade-related aspects of intellectual property rights and trade-related investment
measures (E/C.10/1990/13) and on non-conventional transnational corporations
(E/C.10/1990/18), and requested the Secretary-General to report to it at the next
session on the Centre's ongoing and future research efforts.
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Chapter 1X

STRENGTHENING THE NEGOTIATING CAPACITY OF DEVELOPING COUNTRIES
IN THEIR DEALINGS WITH TRANSNATIONAL CORPORATIONS

102. The Commission considered agenda item 10 at its 7th meeting, on 6 April 1990.
It had before it the following documents:

(a) Report of the Secretary-General on foreign direct investment in Africa
and strategies to encourage transnational corporations to respond positively to the
improved investment climate (E/C.10/1990/9);

(b) Report of the Secretary-General on experience gained in technical
co-operation activities with respect to the formulation and implementation of
foreign investment policies (E/C.10/1990/14);

(c) Report of the Secretary-General on the activities of the United Nations
Centre on Transnational Corporations and the activities of the joint units
established with the regional commissions (E/C.10/1990/16).

103. In his introductory remarks, the Director of the Advisory and Inform?tion
Services Division informed the Commission that the Centre's technical a§s1stance
had been avidly sought by an ever-increasing number of cougtries.in a wide range of
Projects related to transnational corporations. Those projects 1?cluded as§1stan;e
in negotiating strategic transactions with transnational corpor?tlons, pqr?lcu%ar vy
in the natural resources sector; in providing critical informatl?n.and advice in
evaluating investment projects; and in restructur%ng and l%berallzlng go;ernment
policies towards transnational corporations, particularly in newly open-door
economies.

104. Referring to the report of the Secretary-Gener§1 on technicaltﬁz—operatlon and
foreign investment policies (E/C.10/1990/14), he poxnt?d ant Ehak vons o BEosd
liberalization process was meaningful only if aCCOTPanIEG by a packag and of the
economic reforms, including liberalization of foreign exchange rezlzzz p61iey
financial markets, price liberalization reforms, tax reforms and tr s .
reforms. He said that in the future the Centre hope? t? conductbigc caflay o
of the problems and solutions regarding the reconc%llatlon Oka: forces.
foreign investment and technology with the imperatives of marke

% uests
105. With regard to the Centre's technical assistance in thét are:;riigive
generally fell under the following categories: countries ?1th i;entS; countries
investment régimes moving towards a new policy to attract inves olicies needed
that were successful in attracting foreign investments but wh0§e Pthat "
streamlining to achieve a greater degree of efficiency: countfxesthat vere .
adopting a more export-oriented strategy; and finally, countries cfer of technology
successful in attracting foreign investment but in which the tran a that the
was not commensurate with the transfer of capital. It was.Strfsi:nce petween
developing countries had adopted strategies to achieve a fine ?ae ements
promotion and regulation with a mix of incentives and performanc
other measures.

; 611'1
requll

ign direct

d
bo familiar BFE7

106. With regard to the report of the Secretary-General on forz
investment in Africa (E/C.10/1990/9) the Director pointed out

~-37-



that Africa's share of investment flows was insignificant despite the determined
and impressive changes that African Governments had taken to improve their
investment climate. It was suggested that the international community play a role
in the efforts of host Governments to overcome some of the rather pervasive
negative perceptions of investing in Africa.

107. Finally, he expressed the appreciation of the Centre to the countries that had
contributed to the Centre's Trust Fund for Technical Co-operation and emphasized
the need for their continued support and commitment.

108. All delegations that took part in the discussion stressed the importance they
attached to the Centre's technical co-operation programme and expressed their
appreciation of the reports submitted to the Commission under the item. Several
delegations identified specific advisory and training services of which they were
recipients and expressed their appreciation for the continued support of the
Centre; particular mention was made of the relatively new programme of assistance
to entrepreneurs in developing countries. A number of delegations referred to the
exceptional way in which the Centre provided those services, particularly its
expeditious response to urgent requests for assistance. The delegations of several
countries that were recipients of those services also commended the Centre on its
effectiveness even with a reduced budget and staff. A number of delegations
receiving technical assistance called for further donations to the Centre's Trust
Fund for Technical Co-operation. Many delegations expressed interest in increased
activities in technical assistance by the Centre; a number of delegations regquested
that special attention be given to the needs of the least developed countries.

109. A few delegations supported the liberalization process in the investment
régimes of developing countries and stressed the importance of transparency,
clarity and predictability in their policies, laws and regulations.

110. Delegations from some of the developed countries, however, felt that
performance requirements, inter alia, distorted trade flows and decreased trade,
increased costs and acted as disincentives to foreign investors, particularly
small- and medium-sized enterprises. They argued that intervention in the form of
unpredictable and bureaucratic approaches created negative effects on investment
flows. Some delegations considered screening and monitoring mechanisms as possible
disincentives to investment and suggested that developing countries avoid excessive
authorization and approval procedures in foreign investments.

111. Many delegations expressed satisfaction about the realistic attitude shown in
the report of the Secretary-General on foreign direct investment in Africa

(E/C.10/1990/9). They agreed that the report correctly identified the main
determinants of investment decisions.

112. Several delegations suggested specific courses of action to improve the
delivery and reporting of the Centre's technical co-operation programme, including
more detailed information on the projects delivered; a reference to regulations
with respect to restrictive business practices and intellectual property rights:
the undertaking of an evaluation exercise on projects delivered; and a waiver of
the 24-page rule for the report on experience gained in technical co-operation.
The necessity of close co-operation within the United Nations system was stressed.

113. In responding to questions raised during the discussion, the Director of the
Advisory and Information Services Division thanked the members of the Commission
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for their favourable comments and their useful suggestions on the Centre's
technical co-operation programme. With regard to the issue of screening mechanisms
on foreign investments, he said that many developing countries would take issue
with the proposal to eliminate such mechanisms and argued that the process of
cost/benefit analysis of investment projects was not inimical to investment flows.
The Centre was aware of a number of investment proposals, particularly those of a
joint venture nature, whose original structures were not in the best interests of
the developing countries. He disagreed with the conclusion of some delegations
that monitoring stifled investment flows. On the contrary, an ex post facto
evaluation of a project was not a procedure unigue to developing countries. He
pointed out that even transnational corporations monitored their agreements with
host Govermments. It was suggested that those issues and issues on screening,
monitoring and performance requirements could be addressed by the Centre in later
reports. He assured the Commission that the Centre would make the effort to
provide the Commission at its next session with a detailed listing of technical

co-operation projects.

Action taken by the Commission

114. The Commission took note of the reports of the Secretary-General on foreign
direct investment in Africa and strategies to encourage transnational corporations
to respond positively to the improved investment climate (E/C.10/199%0/9); on
experience gained in technical co-operation activities with respect to the
formulation and implementation of foreign investment policies (E/C.10/1990/14); and
on the activities of the United Nations Centre on Transnational Corporations and
the activities of the joint units established with the regional commissions
(E/C.10/1990/16). It requested the Secretary-General to prepare a report on
experience gained in technical co-operation activities for submission to the
Commission at its seventeenth session.
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Chapter X

COMPREHENSIVE INFORMATION SYSTEM

115. The Commission considered agenda item 11 at its 8th meeting on 6 April 1990.
It had before it the reports of the Secretary-General on the information services
provided by the United Nations Centre on Transnational Corporations to developing
countries (E/C.13/1990/15), and on the activities of the United Nations Centre on
Transnational Corporations and the activities of the joint units established with
the regional commissions (E/C.10/1990/16), which includes information on the
Centre's comprehensive information system.

116. In his introductory statement, the Director of the Advisory and Information
Services Division of the Centre noted that the provision of pertinent information
and data was a critical component of the Centre's advisory services to host
countries in their dealings with transnational corporations and served as an input
in evaluating policies or strategies for foreign direct investment, assessing

proposed business arrangements and their international market context and mapping
out negotiating strategies.

i
117. The Director briefly referred to the collection of laws, contracts and
studies, information sources and data bases that constituted the basis for the
provision of information services by the Centre. He drew attention to how, in
recent years, the Centre had assisted developing countries in the creation of their
own information syshems. The Centre's assistance had been directed to the
development of bodies of information and data which covered specific aspects of the
activities of transnational corporations, rather than to the creation of an

all-encompassing centralized information system. That activity constituted a new

direction in the Centre's information services. From originally supplying data and
information material, the Centre had now moved into providing developing countries

with the tools for obtaining, securing and multiplying their own access to the
sources themselves.

118. One delegation commended the Centre's efforts to provide assistance to member
countries in developing their information systems - efforts that could be helpful
in the formulation of policies aimed at enhancing the role of, and improving the
climate for, foreign direct investment. The Centre was also commended for its
efforts to standardize data and to improve the utilization of resources through
co-operation with such organizations as the Organisation for Economic Co-operation
and Development, the Economic Commission for Europe, the United Nations Industrial

Development Organization and the United Nations Educational, Scientific and
Cultural Organization.

119. Speaking on agenda item 12 (activities of the United Nations Centre on
Transnational Corporations), several delegations welcomed the systematic
development of stores of information on individual transnational corporations
(including the largest corporations and those in the service sector) and on joint
ventures. They recognized that the Centre had become an indispensable source of
data on transnational corporations for trade unions and academia. in addition to
Governments. Such work should be continued and expanded.
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Action taken by the Commigssion

120. The Commission took note of the report of the Secretary~General on the
information services provided by the United Nations Centre on Transnational
Corporations to developing countries (E/C.10/1989/15) and requested the
Secretary-General to report to the Commission at its seventeenth session on the
experience gained in the development of the comprehensive information system,
taking into account the views expressed by delegations at its sixteenth session.
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Chapter XI

ACTIVITIES OF THE UNITED NATIONS CENTRE ON
TRANSNATIONAL CORPORATIONS

121. The Commission considered agenda item 12 at its 7th and 8th meetings, on 6 and
9 April 1990. It had before it the following documents:

(a) Report of the Secretary-General on transnational corporations and
development: policies to stimulate the transfer of investment capital, technology
and skills to developing countries in the 1990s (E/C.10/1990/3);

(b) Report of the Secretary-General on the activities of the United Nations
Centre on Transnational Corporations and the activities of the joint units
established with the regional commissions (E/C.10/1990/16):;

(c) Note by the Secretariat on the draft programme on transnational
corporations of the medium-term plan for the period 1992-1997 (E/C.10/1990/CRP.1).

122, In introducing the item, the Executive Director of the Centre reviewed the
activities of the Centre since the fifteenth session of the Commission. He noted
that the Centre had begun the implementation of its work programme for the
biennium 1990-1991 after the serious reduction of staff resources which was
effected in 1989. That reduction had undermined the Centre's capacity to meet the
diversified and complex objectives of its mandate. The Executive Director
emphasized that further expansion of the mandated activities required more
intensive efforts to maintain effective co-ordination with other entities and
organizations of the United Nations system and outside the system that undertake
work of relevance to the work of the Commission and the Centre.
gave examples of the Centre's fruitful co-operation with the International Monetary
Fund, the World Bank, the Organisation for Economic Co-operation and Development
and the European Economic Community. He also reported on the major research,
information and technical co-operation projects completed since the fifteenth
session of the Commission. The Executive Director remarked that in three years the
Commission would be considering the Fifth Survey on Transnational Corporations in

World Development. He welcomed suggestions by delegations of issues warranting
attention in that comprehensive quingquennial study.

In that regard, he

123. The Executive Director expressed gratitude to those Governments that had
provided resources to the Centre's extrabudgetary funds. He expressed concern that
though there had been an increase in the number of pledges, there had been a
substantial decrease in the level of donor contribution. He noted with
appreciation that in 1989, despite a considerable loss in resources because of
staff reductions, the joint units with the regional commissions had made important
contributions to meeting the objectives of the United Nations programme on
transnational corporations, particularly in the preparation of the Directory on
Foreign Direct Investment, research on transnational banks and transnational
corporations and environmental management.

124. The Executive Director, expanding on his introductory statement on item 3,
drew the attention of the Commission to the report of the Secretary-General on
transnational corporations and developmeunt: policies to stimulate the transfer of
investment capital, technology and skills to developing countries (E/C.10/1990/3),
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particularly to the suggestion to undertake assessment studies of country policies
in attracting foreign direct investment. The objectives of such assessments would
be to analyse the impact policies, develop options for future actions and provide a
sound basis for technical co-operation in that area. Finally, the Executive
Director invited the Commission to express its views on the draft programme on
transnational corporations of the medium-term plan for the period 19?2—1997.

125. All the delegations supported the work of the Centre in general and commended
the high quality of the Centre's work. One delegation, speaking on behalf of many
others, noted that the Centre was a model for the activities of other United
Nations bodies in meeting the objectives of the legislative authority entrusted to
it by the relevant intergovermmental bodies. That delegation stated in particular
that the Centre had responded effectively to the requests made by the Commission at
its fifteenth session.

126. Many delegations expressed their appreciation for the usefulness of the
Centre's research, information and advisory services. Some delegations noted that
closer links had been developed among various directions of the Centre's activities.

127. Particular support was given to the Centre's technical co-operation

programme. Many delegations emphasized that the Centre enhanced the capability of
public and private sectors of host developing countries to effectively negotiate
with transnational corporations. Several delegations noted that the technical
co-operation activities had contributed to the increased efficiency of host
Governments' mechanisms and procedures for the evaluation, screening and monitoring
of foreign direct investment.

128. Several delegations made special reference to EMPRETEC, the Centre's pr?gramme
aimed at supporting small- and medium-sized enterprises utilizing linkage§ with
transnational corporations which they considered would enhance the economic
integration of their regions. EMPRETEC, a joint effort by the private se?tor,
Governments and the Centre, was viewed by those delegations as an innov?txve
approach towards technical co-operation that served as an effective vehicle for
transfer of modern technology and skills to the developing countries.. Though the
results achieved by EMPRETEC had already gone beyond initial expectations, the.
programme was oriented towards the medium and long term so its future impact might
be even more encouraging. In that regard, several delegations invited donors to
strengthen their financial support to the programme.

129. One delegation expressed appreciation in particular for the workshops and
seminars on negotiating with transnational banks, the development of foreign
exchange policies and the strengthening of financial management. That delegation
emphasized that those activities provided national officials with the opportunity
to acquire the necessary skills to initiate and implement new policies,
institutional reforms and modes of transactions with transnational banks and
transnational corporations that allowed the country to better realize its
comparative advantage in international financial markets. Another delegation
expressed satisfaction with the advisory assistance and support that the Centre's
joint unit with the Economic and Social Commission for Asia and the Pacific (ESCAP)
provided to its country in the area of foreign direct investment. Other
delegations mentioned the unique capability of the Centre to respond immediately to
most urgent requests by Governments, which set the Centre's technical co-operation
programme apart from those of other United Nations bodies.
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130. Some delegations requested that the Centre give more attention to the
examination of foreign direct investment flows into the Latin American region and
recommend ways and means for the revitalization of those flows.

131. Several delegations representing countries that had recently introduced or
liberalized foreign investment policies expressed gratitude to the Centre for
making available to them information and expertise on the assimilation of foreign
direct investment and related flows in their economic development. Those
delegations noted that that work was of importance in the increasingly
interdependent system of international economic co-operation and expressed the
opinion that it could benefit all its participants.

132. An expert adviser, referring to the possible implications of the developments
in Eastern Europe and the Soviet Union on global foreign investment flows,
suggested that there were favourable opportunities for mutual cross-investments
between Eastern Europe and developing countries. In order to stimulate those
investments, specific educational and training efforts were needed to expose
potential investors to the existing requirements and opportunities.

133. Many delegations commented on the analytical work conducted by the Centre.
Some delegations, while having a high opinion of the Centre's research results,
suggested that the focus should increasingly be on unresolved issues and problems
faced by developing countries in their dealings with transnational corporations.
Some delegations emphasized the importance of the Centre's work on related aspects
of intellectual property rights and trade-related investment measures, issues which
were of practical importance to developing countries in the negotiations in the
General Agreement on Tariffs and Trade (GATT). Some delegations welcomed the
Centre's work on small- and medium-sized transnational corporations and
transnational corporations from developing countries. At the same time, those
delegations suggested that the project on small- and medium-sized enterprises
should be more oriented towards enhancing the role of those enterprises in the
economic development of developing countries. Some delegations specifically
emphasized the importance of the work of the Centre on the promotion of regional

economic integration and co-operation among developing countries, particularly
through joint ventures.

134. Many delegations expressed their support for the Centre's work on
transnational corporations and environmental protection in developing countries.
Some delegations, however, were of the view that the proposed approach
predominantly set forth the conceptual interrelationship between environment and
development, while the operational interconnectedness was still to be developed.
Several delegations requested that the Centre be more involved in the preparatory
work of the United Nations Conference on Environment and Development.

135. Other delegations emphasized the importance of the further development of the
comprehensive information system on transnational corporations. Those delegations

also welcomed the Centre's efforts to gear the information system towards the needs
of research and technical co-operation activities.

136. Several delegations urged that the invaluable experience and considerable
intellectual potential of the expert advisers be more effectively utilized,
particularly through their more active participation in the Commission's

discussions and the dissemination to delegations of their expert assessment on
various issues under consideration.
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137. The Commission reviewed the draft programme on transnational corporations of
the medium-term plan for the period 1992-1997 contained in document
E/C.10/1990/CRP.1. Many delegations supported in general the proposed medium-term
programme. Several delegations emphasized the particular importance of
subprogramme 3, on strengthening the negotiating capacity of developing countries
in their dealings with transnational corporations. With regard to subprogramme 1,
on securing an effective code of conduct and other international arrangements and
agreements relating to tramsnational corporations, the opinion was expressed that
the code's outcome would depend on the political will of the negotiating parties.

138. Some delegations noted the revitalization of the work on international
standards of accounting and reporting. Special reference was made to the
activities of the Intergovernmental Working Group of Experts on International
Standards of Accounting and Reporting, particularly in the field of environmental
accounting. One delegation said that its country would like to benefit more from
the Centre's expertise in that area.

}39. A number of delegations noted with gratitude the Centre's assistance to the
intergovernmental negotiations on the code of conduct. In that regard, particular
references were made to the organization of a symposium at The Hague on 15 and

16 September 1989, on the main outstanding provisions in the draft code, support to
the meeting of the Enlarged Bureau of the special session of the Commission

(New York, 23-25 January 1990) and a number of recent publications devoted to the
code and code-related issues.

140. During the discussion of the item, several delegations commented on the report
of the Secretary-General on transnational corporations and development: policies
to stimulate the transfer of investment capital, technology and skills to
developing countries (E/C.10/1990/3). Those delegations supported in principle the
Proposal to start preparing country assessment studies with regard to the
implementation of foreign direct investment policies. Such studies would be
undertaken only for countries that volunteered to participate in the process
would be carried out in close co-operation with host Governments, upon their
request, and other interested parties, including transnational corporationms.
Several delegations suggested that those studies should be carried out with a view
to identifying existing country-specific problems and further enhancing foreign
direct investment inflows. One delegation observed that a region-by-region, rather
than a country-by-country, approach would be more appropriate.

and

141. A number of delegations expressed their satisfaction with the Centre's work on
information dissemination. The quality and practical thrust of The CTC Reporter
and the newsletter, Transnationals, were commended. An expert adviser, with
reference to the growing importance of transnationalization for the evolution of
the world economic system, suggested that the Centre's documentation and research
results should be more widely disseminated to all interested constituencies,
including national institutions of higher learning.

142. A number of delegations expressed satisfaction with the Centre's efforts to
co-ordinate its activities with agencies and organizations within and outside the
United Nations system. Several delegations, however, were of the view that more
co-~ordination was needed, particularly in the work on transnational corporations
and the environment and transnational corporations in services, including

transnational banks.
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143. In his concluding remarks, the Executive Director expressed thanks for the
positive assessment by delegations of the activities of the Centre. At the same
time, he said that all the constructive critique and suggestions had been taken
note of and would be taken into account in the future work of the Centre. The
Executive Director also responded to specific questions raised by delegations and
gave concrete examples of the Centre's co-ordination with individual United Nations

agencies and non-United Nations organizations in implementing its mandated
activities.

Action taken by the Commission

144. The Commission:

(a) Took note of the report of the Secretary-General on the activities of the
United Nations Centre on Transnational Corporations and the activities of the joint
units established with the regional commissions (E/C.10/1990/16) and the note by
the Secretariat on the draft programme on transnational corporations of the
medium-term plan for the period 1992-1997 (E/C.10/1990/CRP.1):

(b) Took note of the report of the Secretary-General entitled "Transnational
corporations and development: policies to stimulate the transfer of investment
capital, technology and skills to developing countries" (E/C.10/1990/3);

(c) Requested the Secretary-General to submit a report to the Commission at
its seventeenth session on the activities of the Centre and the activities of the
joint units established with the regional commissions and to report on any

country-specific studies that might be undertaken at the request of individual
countries;

(d) Requested the Secretary-General to take into account in the future work
of the Centre the views expressed by delegations at its sixteenth session.

Activities of the United Nations Centre on
Transnational Corporations

145. At the 10th meeting, on 10 April, the observer for Bolivia, 10/ on behalf of
the States Members of the United Nations that are members of the Group of 77,
introduced a draft resolution (E/C.10/1990/L.5) entitled "Activities of the United
Nations Centre on Transnational Corporations"”, which read as follows:

"The Economic and Social Council

nI

"l. Reguests the Secretary-General to prepare a report, containing
concrete proposals, on the promotion of foreign direct investment in the
developing countries, as a complement to domestic investment:

10/ 1In accordance with rule 72 of the rules of procedure of the Economic

and
Social Council.
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"2. Requests the Secretary-General to study, in co-operation with the
United Nations Conference on Trade and Development, the interrelationship of
investment, trade and development, with a view to identifying measures to
ensure that transnational corporations make a positive contribution to the
development of developing countries through trade and investment;

nII

"l. Requests the Executive Director of the United Nations Centre on
Transnational Corporations to prepare, based on the provisions of General
Assembly resolution 44/228 of 22 December 1989 on the United Nations
Conference on Environment and Development in accordance with the requirements
established by the Preparatory Committee for the Conference and in
co-operation with the United Nations Environment Programme and other relevant
organs and bodies of the United Nations, a comprehensive and analytical study
for submission to the Commission on Transnational Corporations at its
seventeenth session with a view to helping the Commission to make a
significant and action-oriented contribution to the preparatory work of the
Conference;

"2. Also requests the Executive Director of the Centre to give priority
focus in the study on the role of transnational corporations to the issue of
access to and transfer of envirommentally sound technologies to developing
countries, on a concessional and preferential basis, in accordance with
General Assembly resolution 44/228, including specific and innovative .
proposals to ensure such transfer and, in co-operation with the United Nations
Conference on Trade and Development, the United Nations Industrial Development
Organization, the United Nations Educational, Scientific and Cultural
Organization, the World Intellectual Property Organization and o?her relevant
organs and organizations of the United Nations system, to investigate oth?r
measures that could further encourage and mobilize transnational corporations;

"3. Requests the Secretary-General to submit to the Commission on
Transnational Corporations at its seventeenth session concrete proposals and
recommendations on the establishment of an environment fund financed by
transnational corporations;

"4. Also requests the Secretary-General to continue the prepara?ion of a
directory on hazardous technologies and their safer, cleaner alternatives,
pursuant to Economic and Social Council resolution 1989/25 of 24 May 1989;

"5. Requests the Secretary-General, after appropriate consultations, to
continue to elaborate the criteria for sustainable development manaqem?nt and
to provide the Commission, at its seventeenth session, vith the o?eratlonal .
principles concerning those criteria, pursuant to Council resolution 1989/25;

"IIX

"1l. Requests the continuation of the work of the United Nations Centre'
on Transnational Corporations on ways and means of promoting reg%o?al economi.c
integration and co-operation among developing countries through'301nt
ventures, on the potential impact of regional economic integration proFesses
among developed countries and the consequent impact on regional economic
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integration processes among developing countries, as called for in Council
resolutions 1989/21, 1989/22 and 1989/23, all of 24 May 1989;

"2. Supports the technical co-operation activities of the Centre and
requests the continuation of its efforts to develop its programmes of support
for co-operative activities of small and medium-sized enterprises in
developing countries;

"3. Requests the Secretary-General to prepare further studies on the
role of transnational corporations in services and on strengthening the
negotiating capacity of developing countries in their dealings with
transnational corporations, as well as a report on other ongoing and future
research, for submission to the Commission on Transnational Corporations at
its seventeenth session;

"4. Also requests the Secretary-General to prepare an in-depth and
updated report on the role of transnational banks in the reduction of the
external debt of developing countries, in particular the changes in tax and
other laws and regulations and in accounting and fiscal practices necessary to
encourage and implement debt reduction schemes, for submission to the
Commission on Transnational Corporations at its seventeenth session;

"5. Further requests the Secretary-General to prepare an analytical
report on debt-equity swaps, and their positive or negative effects on overall
development and foreign direct investment flows of debtor countries, taking
into account the experience of countries that have adopted those schemes:;

"6. Takes note of the suggestion to undertake country-specific studies
on the contribution of foreign direct investment to development, with a view
to analysing how initiatives of host countries, home countries and
international organizations can help in stimulating the flow of investment
capital, technology and skills to host countries and identifying proposals for
technical assistance designed to support their development objectives, on the
understanding that those studies should be undertaken only upon the request of
Governments, with their participation and for their use only."

146. At the 13th meeting, on 12 April, the Commission had before it a draft
resolution, which was submitted by the Chairman as a result of informal

consultations held on draft resolution E/C.10/1990/L.5 and subsequently issued as
document E/C.10/1990/L.8.

147. At the same meeting, the Commission adopted the draft resolution contained in

E/C.10/1990/L.8 (see chap. I, sect. A, draft resolution III). No action was taken
on draft resolution E/C.10/1990/L.5.

148. After the draft resolution was adopted, statements were made by the
representatives of France, the United Kingdom of Great Britain and Northern
Ireland, the United States of America, Cuba, Tunisia, Peru, the Federal Republic of
Germany. Egypt, Canada and Mexico, as well as by the observer for Bolivia (on

behalf of the States Members of the United Nations that are members of the Group
of 77).
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149, Upon the adoption of the resolution, the Executive Director of the Centre read
out an oral statement concerning programme budget implications of the draft
resolution as contained in document E/C.10/1990/L.8 (see annex I). He added that
in the implementation of section III, paragraph 4 of the resolution, the report
would give particular attention to the changes in tax and other laws and
requlations and in accounting and fiscal practices necessary to encourage and
implement debt reduction schemes. The Executive Director also said that in the
further work called for in section II, paragraph 3 of the resolution, the Centre
would, among other things, elaborate operational principles for environmental
protection.
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Chapter XI1I

QUESTION OF EXPERT ADVISERS

150. The Commission considered agenda item 13 at its 9th meeting, on 9 April 1990.
1t had before it a note by the Secretariat (E/C.10/1990/17 and Add.l).

151. The Executive Director of the United Nations Centre on Transnational
Corporations indicated that the selection of expert advisers to the Commission on
Transnational Corporations, which takes place every two years, was one of the tasks
before the Commission at the present session. He observed that the group of
independent experts was a unique feature of the Commission. It was created to
assist the Commission and the Centre in providing advice on matters under
consideration. In that way, the multidisciplinary nature of the Commission was
enhanced. As in the past, the present group of expert advisers had contributed in
significant ways to the implementation of the Commission's mandate and were also
helpful in designing and interpreting major aspects of the Centre's work
programme. The Executive Director expressed his gratitude in particular to those
expert advisers who were retiring this session for their dedication to the goals of
the Commission and for so generously sharing their knowledge and experience.

152. He then referred to the list of nominees for expert advisers contained in the
note by the Secretariat. He observed that the names of four candidates from trade
unions and other backgrounds were not included since their nominations could not be
confirmed in time before the meeting. Therefore, he proposed that the Commission
leave those positions open and authorize the Executive Director of the Centre, in
consultation with the Chairman of the Commission, to f£ill those positions as soon
as the nominations were confirmed.

Action taken by the Commission

153. The Commission:

(a) Thanked the retiring expert advisers for their valuable contribution and
decided to select the following expert advisers to serve until the end of the
eighteenth session: 11/

Business background

PETER FRERK (Federal Republic of Germany)
LAURENCE McQUADE (United States of America)
JOSE MARIA BASAGQITI (Mexico)

KARL-~ERIK ONNESJO (Sweden)

ANTONIO COLOMBO (Italy)

SAMUEL ESSON KWESI JONAH (Ghana)

11/ The curricula vitae of the expert advisers are contained in the note by
the Secretariat (E/C.10/1990/17 and Add.l).
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Academic bhackground

MANMOHAN SINGH (India)

OSWALDO SUNKEL (Chile)

OSCAR SCHACHTER (United States)
SIDNEY DELL (United Kingdom)
WANG LINSHENG (China)

NIKOLAI G. ZAITSEV (Soviet Union)

Trade union and other backgrounds 12/

(b) Authorized the Executive Director of the Centre, in consultation with the
Chairman of the Commission, to £ill the four remaining vacancies as soon as the
nominations are confirmed.

———— e

12/ Four additional expert advisers are to be selected in consultationzre,
between the Chairman of the Commission and the Executive Director of the es
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Chapter XII1I

PROVISIONAL AGENDA FOR THE SEVENTEENTH SESSION OF THE COMMISSION

154. The Commission considered item 14 of its agenda at its 10th meeting, on

10 April 1990. It had before it a note by the Secretariat containing the draft
provisional agenda for its seventeenth session together with a list of requested
documentation (E/C.10/1990/L.7).

155. The Executive Director of the United Nations Centre on Transnational
Corporations made a statement.

156. Following statements by the representatives of Tunisia, Egypt and Brazil, as
well as by the Executive Director in response to questions raised, and the
Chairman, the Commission adopted the draft provisional agenda for its seventeenth
session as orally amended during the discussion (see chap. I, sect. B, draft
decision).
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Chapter XIV

ADOPTION OF THE REPORT OF THE COMMISSION

157. At its 10th, 11th and 12th meetings, on 10 and 11 April 1990, the Commission
adopted the draft report on its sixteenth session (E/C.10/1990/L.3 and Add.1-11),
as revised and amended during the discussion.
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Chapter XV

ORGANIZATION OF THE SESSION

A. Opening and duration of the session

158. The Commission on Transnational Corporations held its sixteenth session at
United Nations Headquarters from 2 to 12 April 1990. The Commission held
13 meetings (1lst to 13th).

159. The session was opened by the Executive Director of the Centre on
Transnational Corporations.

160. The Director-General for Development and International Economic Co-operation,
in his opening address to the Commission, stressed the growing integration
processes and increased interdependence in the world economy, which provided new
opportunities for transnational corporations to play a constructive and significant
role in increasing trade, transfer of capital, technology and managerial

expertise. The Director-General briefly indicated some of the main issues
concerning the role of transnational corporations that required the attention of
the international community. He referred specifically to the role of transnational
corporations in tackling such global problems as the protection of the environment
and the solution of the debt crisis. The Director-General also indicated the need
to deal on a priority basis with such emerging problems as the role of foreign
direct investment in services, the implications of regional integration processes,
the role of transnational corporations in the development of the least developed

countries and the consequences of developments in Eastern Europe for patterns of
foreign direct investment flows.

161. He stressed the continuing need for agreed international norms and standards
concerning the conduct of transnational corporations, as well as the need for
monitoring the role of transnational corporations in different national economies
with a view to identifying areas of action for ensuring congruence between the

business interests of transnational corporations and the socio-economic objectives
of host countries.

B. Attendance

162. The following States members of the Commission attended the session:
Argentina, Brazil, Byelorussian Soviet Socialist Republic, Canada, China, Costa
Rica, Cuba, Cyprus, Czechoslovakia, Egypt, France, German Democratic Republic,
Germany, Federal Republic of, Ghana, India, Indonesia, Iran (Islamic Republic of),
Italy, Jamaica, Japan, Mexico, Netherlands, Norway, Peru, Philippines, Poland,
Republic of Korea, Sierra Leone, Swaziland, Switzerland, Trinidad and Tobago,
Tunisia, Turkey, Uganda, Union of Soviet Socialist Republics, United Kingdom of

Great Britain and Northern Ireland, United States of America, Uruguay, Venezuela,
Zaire and Zimbabwe.

163. The following expert advisers attended the session: José Maria Basagoiti
(Mexic?), Ernst-Otto Czempiel (Federal Republic of Germany), Peter Frerk (Federal
Republic of Germany), Roland Guyvarc'h (France), Kamal Hossain (Bangladesh),
Laurence McQuade (United States of America), Alexis Sierralta (Venezuela),
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Kari Tapiola (Finland), Raul Trajtenberg (Uruguay/Argentina), Wang Linsheng

(Ch%na), gikolai G. Zaitsev (Union of Soviet Socialist Republics), William Robbins
(United Kingdom of Great Britain and Northern Ireland).

164. The following States Members of the United Nations were represented by
observers: Austria, Bangladesh, Belgium, Bolivia, Chile, Fiji, Hungary, Ireland,

Mali, Mauritania, Mongolia, Papua New Guinea, Romania, Spain, Sweden, Yugoslavia
and Zambia.

165. The following specialized agencies were represented: International Labour
Organisation, World Bank, United Nations Industrial Development Organization.

166. The following intergovermmental organizations were represented by observers:
Commission of the European Communities, International Bauxite Association,
Organisation for Economic Co-operation and Development.

167. The following non-governmental organizations in consultative status with the
Economic and Social Council, category I, were represented by observers:
International Chamber of Commerce, International Confederation of Free Trade
Unions, International Council of Women, World Federation of Trade Unions.

C. Election of officers

168. At its 1st and 5th meetings, on 2 and 5 April 1990, the Commission elected the
following officers by acclamation:

Chairman: Marek Kulczycki (Poland)
Vice-Chairmen: Carlos Sersale di Cerisano (Argentina)
Adian Silalahi (Indonesia)

Lukabu Khabouji N'Zaji (Zaire)

R rteur: Jon Ramberg (Norway)

D. Agenda and organization of work

169. At its lst meeting, on 2 April, the Commission adopted the provisional agenda
contained in document E/C.10/1990/1 (see annex II).

170. At the same meeting, the Commission approved the organization of work of the
session as set out in document E/C.10/1990/L.2, as orally amended.

E. Documentation

171. The documents before the Commission at its sixteenth session are listed in
annex III.
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Annex I

PROGRAMME BUDGET IMPLICATIONS OF DRAFT RESOLUTION III, ENTITLED
"ACTIVITIES OF THE UNITED NATIONS CENTRE ON TRANSNATIONAL
CORPORATIONS"

1. Under the terms of operative paragraphs 1 to 3 of section II of draft

resolution E/C.10/1990/8, the Commission would recommend to the Economic and Social
Council that it:

(a) Request the Executive Director of the United Nations Centre on
Transnational Corporations to prepare a comprehensive and analytical study for
submission to the Commission at its seventeenth session with a view to helping the
Commission make a significant and action-oriented contribution to the preparatory
work of the United Nations Conference on Environment and Development;

(b) Also request the Executive Director of the Centre, in preparing the study
requested, to focus on the role of transnational corporations in promoting access
to and transfer of environmentally sound technologies to developing countries, to
include specific and innovative proposals to strengthen such transfer and, in
co-operation with the relevant organs and organizations of the United Nations
system, to investigate measures that could mobilize transnational corporations to
protect and enhance the environment in relation to development;

(c) Request the Executive Director of the Centre to continue examination of
those issues, including ways and means of strengthening the participation of
transnational corporations in the efforts to increase environmental protection and
provide access to information on cleaner technologies, to examine the feasibility
of financial mechanisms which will encourage transnational corporations to
contribute to the protection of the environment of developing countries, and to
report to the seventeenth session of the Commission with a view to assisting it in
its contribution to the Preparatory Committee of the Conference.

2. The activities of the Centre on Transnational Corporations on environment
issues have been included under programme element 2.9 of subprogramme 2 (Minimizing
the negative effects of transnational corporations and enhancing their contribution
to development) of section 9 of the 1990-1991 programme budget. The activities
referred to in the above operative paragraphs of the draft resolution are

additional to those. The related costs for implementing them would, therefore,
constitute an additional requirement for the current biennium.

3s The Secretary-General is not in a position at this stage to provide a precise
estimate of the level and composition of the additional 1990-1991 requirements and
the related programme budget implications of the draft resolution. The
consultations within the Secretariat on that subject are still under way. A
written statement of the programme budget implications of the draft resolution
under consideration will therefore be submitted to the Economic and Social Council
at its 1990 session at the time of its review of the decision of the Commission
accordance with rule 31 of the Rules of Procedure of the Economic and Social
Council. It has been estimated at this point, however, that the requirements would
be in the order of approximately $300.000 for each year of the 1990-1991 biennjium.

in
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4. With regard to activities proposed under other operative paragraphs of
section III of the draft resolution, it is estimated by the Secretary-General that
their implementation would not entail any costs over and above the provisions made
under section 9 of the 1990-1991 programme budget.
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10.

11.

12.

13.

14.

15.

Annex I1I

AGENDA OF THE SIXTEENTH SESSION

Election of officers.
Adoption of the agenda and organization of work.

Recent developments related to transnational corporations and international
economic relations.

Work related to the code of conduct on transnational corporations and other
international arrangements and agreements:

(a) Code of conduct on transnational corporations:;

(b) Other international, regional and bilateral arrangements and agreements
related to transnational corporations.

International standards of accounting and reporting.

Transnational corporations in South Africa and Namibia:

(a) Report and recommendations of the Panel of Eminent Persons established to
conduct the second public hearings on the activities of transnational
corporations in South Africa and Namibia;

(b) Responsibilities of home countries with respect to the transnational
corporations operating in South Africa and Namibia in violation of the
relevant resolutions and decisions of the United Nations.

Transnational corporations and issues relating to the environment.

Role of transnational corporations in services, including transborder data
flows:

(a) Role of transnational banks;

(b) Role of transnational corporations in other services.

Ongoing and future research.

Strengthening the negotiating capacity of developing countries in their
dealings with transnational corporations.

Comprehensive information system.

Activities of the United Nations Centre on Tramsnational Corporations.

Question of expert advisers.
Provisional agenda for the seventeenth session of the Commission.

Adoption of the report of the Commission on its sixteenth session.
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Annex IIT

DOCUMENTS BEFORE THE COMMISSION AT ITS SIXTEENTH SESSION

Document symbol

Agenda item

A/44/576-S/20867, annex 15
E/C.10/1990/1 2
E/CN.10/1990/2 3
E/C.10/1990/3 3
E/C.10/1990/4 3
E/C.10/1990/5 4 (a)
E/C.10/1990/6 4 (b)
E/C.10/1990/7 5
E/C.10,/1990/8 6 (b)
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Title or description

Report and recommendations of the
Panel of Eminent Persons established
to conduct the second public hearings
on the activities of transnational
corporations in South Africa and
Namibia

Provisional agenda

Recent developments related to
transnational corporations and
international economic relations:
report of the Secretary-General

Transnational corporations and
development: policies to stimulate
the transfer of investment capital,
technology and skills to developing
countries in the 1990s: report of the
Secretary-General '

Home country incentives for investment
in least developed countries: report
of the Secretary-General

Progress made in the code of conduct
on transnational corporations: report
of the Secretary-General

International arrangements and
agreements related to transnational
corporations: report of the
Secretary-General

Report of the Intergovernmental
Working Group of Experts on
International Standards of Accounting
and Reporting on its eighth session

Measures relating to trade, finance,
investment and technology transfer to
South Africa: report of the
Secretary-General



Document symbol

E/C.10/1990/9

E/C.10/1990/10

E/C.10/1990/11

E/C.10/1990/12

E/C.10/1990/13

E/C.10/1990/14

E/C.10/1990/15

E/C.10/1990/16

E/C.10/1990/17

E/C.10/1990/18

Agenda item

10

8 (a)

8 (b)

10

11

9, 10, 11

and 12

and Add.1l 13
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Title or description

Foreign direct investment in Africa
and strategies to encourage
transnational corporations to respond
positively to the improved investment
climate: report of the
Secretary-General

Transnational corporations and the
environment: report of the
Secretary-General

Transnational banks and external
indebtedness: report of the
Secretary-General

Transnational service corporations and
the Uruguay Round: report of the
Secretary-General

Trade-related aspects of intellectual
property rights and trade-related
investment measures: report of the
Secretary-General

Experience gained in technical
co-operation activities with respect
to the formulation and implementation
of foreign investment policies:
report of the Secretary-General

Information services provided by the
United Nations Centre on Transnational
Corporations to developing countries:
report of the Secretary-General

Activities of the United Nations
Centre on Transnational Corporations
and the activities of the joint units
established with the regional
commissions: report of the
Secretary-General

Question of expert advisers: note by
the Secretariat

Non-conventional transnational
corporations: yreport of the
Secretary-General



Document symbol Agenda item Title or description

E/C.10/1990/CRP.1 12 Draft programme on transnational
corporations of the medium-term plan
for the period 1992-1997: note by the
Secretariat

E/C.10/1990/L.1 2 Status of documentation for the
session: note by the Secretariat

E/C.10/1990/L.2 2 Organization of the work of the
session: note by the Secretariat

E/C.10/1990/L.3, 15 Draft report
Add.1l, Add.2 and
Corr.1, and Add.3-11

E/C.10/1990/L.4 6 Activities of transnational
corporations in South Africa: draft
resolution submitted by Mali on behalf
of the States Members of the United
Nations that are members of the Group
of African States

E/C.10/1990/L.5 12 Activities of the United Nations
Centre on Transnational Corporations:
draft resolution submitted by Malaysia
on behalf of the States Members of the
United Nations that are members of the

Group of 77

E/C.10/1990/L.6 4 (a) Code of conduct on transnational
corporations: draft resolution
submitted by Malaysia on behalf of the
States Members of the United Nations
that are members of the Group of 77

E/C.10/1990/L.7 14 Draft provisional agenda for the
seventeenth sesssion of the Commission

E/C.10/1990/L.8 12 Activities of the United Nations
Centre on Transnational Corporations:
draft resolution submitted by the
Chairman on the basis of informal
consultations held on draft resolution
E/C.10/1990/L.5
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HOW TO OBTAIN UNITED NATIONS PUBLICATIONS

United Nations publications may be obtained from bookstores and distributors throughout the
world. Consult your bookstore or write to: United Nations, Sales Section, New York or Geneva.

COMMENT SE PROCURER LES PUBLICATIONS DES NATIONS UNIES

Les publications des Nations Unies sont en vente dans les librairies et les agences dépositaires
du monde entier. Informez-vous auprés de votre libraire ou adressez-vous a : Nations Unies,
Section des ventes, New York ou Gengve.

KAK TOJYYNTh U3JAHMS OPTAHM3ALIMMA OBLEAVIHEHHBIX HALIUHA

W3nauus Opranusauun OO0beauneHHbIX Hauut MOXHO KYNHTh B KHHOKHBIX MarasuHax
M areHTCTBAaX BO BCeX paitoHax mupa. Hasoaure cnpaBki 06 H3NaHHAX B BAIEM KHHXKHOM

Mara3uHe Wid NUmMTe no agpecy: Opranusauus O6benunennsix Hauui, Cexuns no
npoaaxe u3nauui, Heio-Mopk unn Xenesa.

COMO CONSEGUIR PUBLICACIONES DE LAS NACIONES UNIDAS

Las publicaciones de las Naciones Unidas est4n en venta en librerfas y casas distribuidoras en

todas partes del mundo. Consulte a su librero o dirfjase a: Naciones Unidas, Secci6n de Ventas,
Nueva York o Ginebra.
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