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SUMMARY 

The positive change in the perception of foreign direct investment and the 
role of transnational corporatjons 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 requested 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; 

(c) 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 ~articipation and for their 
use only; 

(f) Accounting. The Commission took 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 conduct 

(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. In 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 regime. 
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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 regime 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, 11 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 lift 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 regime to eradicate apartheid 
should not be relaxed until there was clear evidence of profound and 
irreversible change, 

For the discussion, see chap. v below. 

11 General Assembly resolution S-16 / 1. 

-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 regime 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, ~/ 

1. Reiterates its abhorrence of apartheid, which is a crime against 
humanity, and condemns the South African regime 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 aim~d 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; 11 

4. Condemns those transnational corporations that continue to 
collaborate with the racist minority regime 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 regime in South 
Africa called for in resolutions of the General Assembly; 

~I See E/C.l0/1990/8. 
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7. Calls upon the Governments 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 
regime 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 regime 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 regime, 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 regime 
which will serve to sustain the regime; 

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

13. Calls upon all multilateral financial and development institutions 
to cease immediately any kind of support or other form of collaboration with 
the racist regime 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; ~/ 

15. Further requests 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 home 
countries with respect to the transnational corporations operating in South 

~I A/441576-S/20867, annex. 
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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, 

Noti~ 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. 

** For the discussion, see chap. XI. 
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II 

1. Requests the Executive Director of the United Nat" c t 
Transnational Corporations to prepare based on the .. ~ons en re on 

. , prov~s~ons of General 
Assembly resolut~on 44/228 of 22 December 1989 on the United Nations 
Confer:nce on Environment and Development, in accordance with the requirements 
e~tabl~shed.by the :reparat?ry Committee of the Conference, in co-operation 
w~t~ the Un~ted ~at~ons Env~ronment Programme and other relevant organs and 
bod~es of the Un~ted Nations and in consultation with the Secretary-General of 
the ~on~erence, a comprehensive and analytical study for submission to the 
Comm~ss~on on Transnational Corporations at its seventeenth session with a 
view to helping 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 other relevant 
organs and organizations of the United Nations system, to investigate the 
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 Secretary-General 
on transnational corporations and issues relating to the environment, ~/ 
including the criteria for sustainable development management set out in 
annex I of the report, and requests the Executive Director of the Centre, 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 United Nations Conference on Environment and 
Development, and taking full account of other ongoing work, to continue 
examination, pursuant to Economic and Social Council resolution 1989/25 of 
24 May 1989 and General Assembly resolution 44/228, of those issues, including 
concrete ways and means of strengthening the participation of transnational 
corporations and other commercial entities of a similar nature in the efforts 
to increase environmental protection and provide business enterprises and 
governmental agencies in developing countries with access to information on 
cleaner technologies, to examine the feasibility of financial mechanisms which 
will encourage transnational corporations and other enterprises of a similar 
nature to contribute to the protection and enhancement of the environment of 
developing countries, and to report to the Commission on Transnational 
Corporations at its seventeenth session with a view to assisting the 
Commission in its contribution to the Preparatory Committee of the Conference: 

~I E/C.l0/1990/10. 
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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. 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 ~nd 
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 requests 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, ~/ 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; 

~I United Nations publication, Sales No. E.88.II.A.18. 
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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 Hnd 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 environment, 
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 Environment and 
Development. 

Documentation 

Report of the Secretary-General 

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

Documentation 

Reports of the Secretary-General 
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6. Ongoing and future research. 

Documentation 

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

7. 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 
cdde of conduct on transnational corporations 

Report of the Secretary-General on other international, regional and 
bilateral arrangements and agreements related to transnational 
corporations 

8. Transnational corporations in South Africa. 

Documentation 

Report of the Secretary-General 

9. 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 

10. 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 

11. Comprehensive information system. 

Documentation 

Report of the Secretary-General 

12. 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 
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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 Gr~~ 
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.l0/1990/7) 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) Intergovernmental organizations; 

(iii) Non-governmental organizations; 

For the discussion, see chap. IV below. 
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Documentation 

Reports 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) Identification 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; 

(f) 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 
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(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. 
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Chapter II 

RECENT DEVELOPMENTS RELATED TO TRANSNATIONAL CORPORATIONS 
AND INTERNATIONAL ECONOMIC RELATIONS 

4. The Commission considered item 3 of its agenda at its 1st, 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.l0/1990/2), on transnational corporations and 
development: policies to stimulate the transfer of investment capital, technology 
and skills to developing countries in the 1990s (E/C.l0/1990/3) and on home country 
incentives for investment in least developed countries (E/C.l0/1990/4). The 
Commission decided to consider policy proposals contained in the document 
E/C.l0/1990/3 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 o[ 
transnational corporations. 

6. All delegations speaking on the subject recognized the potential of positive 
contributions that transnational corporations could make to world development and 
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to a further integration of the world economy. Many delegations noted the rapidly 
changing attitudes and policies of developing countries towards transnational 
c?r~orations and foreign direct investment. Past hostility and wariness were 
g1v1ng 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. 

1. 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 observed that 
macro-economic conditions were more important than specific foreign direct 
investment policies in attracting new foreign direct investment inflows, and 
highlighted the need to find solutions to the current debt crisis as a means of 
increasing foreign direct investment flows into developing countries. In addition, 
new technologies and materials had contributed to the increase in the share of 
foreign direct investment going to developed countries at the expense of .developing 
countries. One delegation also stressed the importance of the consistency and 
stability of foreign direct investment policies in attracting new investments by 
transna~ional corporations. Another delegation suggested that it was indispensable 
for specific preferential measures, particularly in terms of encouragement for 
foreign direct investment, to be taken by the countries of origin in the framework 
of a contract of progress and prosperity supported by the appropriate financial 
mechanism. 

8. A number of delegations pointed out that the total debt of Latin America, 
amounting to $500 billion, was hindering the development process, particularly 
because of the negative net transfer of resources. They supported the idea of 
continuing the innovative measures initiated by banks with the aim of solving the 
debt problem. They expressed the view that the international economic environment 
did not help the initiatives for sustainable development. In that regard, 
international trade liberalization, access to international markets and improvement 
in the terms of trade were necessary to start the process of growth and development 
of their region. The need for the transfer of technology from developed countries 
through foreign direct investment or economic programmes was mentioned, 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.l0/1990/4), 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 su 
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 delegations 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 greate~ 
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 to 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 th~t 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 
~ong developed countries. 

14. Delegations suggested a number of areas for further research and technical 
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 involved 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 for~ign 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. In 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 Ql and 
undertake further studies relevant to the role of transnational corporations in 
these countries. 

Ql See Report of the United Nations Conference on Least Developed Countries, 
Paris, 1-14 September 1981 (United Nations publication, Sales No. E.82.I.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 g 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.l0/1990/5); and the 
report of the Secretary-General on international arrangements and agreements 
related to transnational corporations (E/C.l0/1990/6). 

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 continue 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 work on the 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 conduct could become a very 
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 investment 
environw.=nt, the need for the code had increased. They also concurred with the 
report in that agreement on the code would be facilitated by finding compromise 
solutions to the outstanding issues rather than by trying to resolve doctrinal 
questions and historical debates . At the same time, most delegations opposed the 
idea of re-opening the discussion on the paragraphs of the code which . they 
underlined, had already been accepted ad referendum. A number of delegations 
stressed that a good basis for finalizing the code was the draft text contained in 
document E/1988/39 / Add.l. 
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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.l0/1990/5). It requested the Secretary-Generul 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.l0/1990/6). 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 lOth meeting, on 10 April, the observer for Bolivia, 21 on behalf of 
the States Members of the United Nations that are members of the Group of 77, 
introduced a draft resolution (E/C.l0/l990/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 nf 
conduct". 

21 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.l0/1990/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 IV 

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.l0/1990/7). 

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 be 
remedied by the ninth session. His country fully supported the idea of holding 
regional meetings in Africa to encourage participation. One representative s~id 
that he fully supported the idea of setting up a fund to facilitate attendunce. 
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 t o 
give full support to such activities. 
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Action taken by the 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/441576-S/20867, annex); 

(b) Report of the Secretary-General on measures relating to trade, finance, 
investment and technology transfers to South Africa (E/C.l0/1990/8). 

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 international community could not consider 
the recent events occurring in South Africa, such as the release of Nelson Mandeln, 
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 th · . 
call d · e cutt1ng of all t1es the 

e on compan1es to pull out altogether so as to d' t' ' y 
t' 1 . 1scon 1nue the supply of 

essen 1a products, equ1pment and technology to South Africa in 
1 

d' 
licensing and distribution and franchise agreements Th i de Ul1ng technology 
renegotiation t · ey a so ep ored the recent 

agreemen worked out between the South African Government and 
transnational banks. 

46. One delegation noted that recent events in South Africa had contrl'but d t 
"new dyn · " t d e o a 

am1sm owar s the peaceful abolition of apartheid and expressed the hope 
that further ~te~s would be taken in that regard. The African National Congress 
had shown a w1ll1ngness to enter into a dialogue, and all efforts should be 
en7our~ged to that end. However, that dele~ation observed that it was necessary to 
malnta1n 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 that the 
measures taken by European companies had contributed to an improvement 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. Those measures 
had also facilitated the development of trade unionism in South Africa and had 
encouraged 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 fact that observance of 
the code by European companies set an example for South African comp~nies. 

48. Several African delegations noted the measures taken by the European countries 
to improve the standard of living of black employees but disagreed with the overall 
measures the group had taken in breaking down apartheid in the workplace and the 
system as a whole. 

49. Two delegations, while joining in the condemnation of apartheid, observed that 
sanctions should be relaxed rather than intensified, considering recent events that 
had been taking place in South Africa. Against that background of events, the 
Government of one of the two delegations would no longer ban new investment or 
restrict tourism. The other delegation rejected the premise contained in the 
report that the withdrawal of transnational corporations would contribute to the 
advancement of the interests of the majority of South Africans. Therefore, that 
delegation's Government supported the continued presence in South Africa of 
responsible corporations that subscribed to the Sullivan Principles and that 
implemented the code of conduct codified in the United States Comprehensive 
Anti-Apartheid Act of 1986. Regarding the South African debt, that delegation 
noted that United States banks had little real leverage to press the South African 
Government for tougher repayment terms as a means of providing further pressure for 
political reform, and that repayment terms had been set almost unilaterally by thf! 
South African side. 

50. Another delegation stated th~t th~ Commonwealth Heads of Government recognjzpn 
the importance of monitoring South Africa's financial links and endorsed the 
establishment of an independent agency to review and report on South Africa's 
international fi~ancial relations on a regular basis. That delegation was 
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particularly encouraged by the prospect that the Commission would be exam~n~ng 
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. In 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-S/20867, annex) 
and the report of the Secretary-General on measures relating to trade, finance, 
investment and technology transfers to South Africa (E/C.l0/1990/8). 

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, ~/ 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.l0/1990/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: 

''Reguests 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 T~ansnational Corporations at its seventeenth session;'' 

~I 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: 21 

In favour: Argentina, Brazil, Burundi, Byelorussian Soviet Socialist 
Republic, Cameroon, China, Cuba, Cyprus, Egypt, Gabon, Ghana, 
India, Indonesia, 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 Socialir.t 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. 

21 
intended 

his delegation had 
The representative of Zaire subsequently stated that 

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 environment (E/C.l0/1990/10). 

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 
44/228 on the United Nations Conference on Environment and Development, stressing 
the role and impact of transnational corporations on the environment. 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 environment. 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 chanqe and the role of 
transnational corporations, deleg~tions welcomed the-information prov ided 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 c limate 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 
dist~nct merits in t~at idea.as it could contribute to the work of the Preparatory 
Comm~ttee for the Un~ted Nat~ons 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 
administered 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 delegations 
expressed their satisfaction and appreciation of the work of the Centre ~n drafting 
the criteria on sustainable development management. Delegations noted that the 
criteria, if implemented by transnational corporations, would be a constructive 
step towards sustainable development, although one delegation observed that if 
examined closely, the criteria contained suggestions and proposals already dealt 
with by a number of transnational corporations. One delegation pointed ?ut that . 
the criteria, while focusing on environmental benefits, overlooked ~erta~n.econom~c 
and business considerations by transnational corporations. Delegat~ons sa~d that 
there should not be different environmental standards for transnational 
corporations and domestic firms. The representative of a non-governmental 
organization suggested convening a meeting two years after the adoption 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 tl1e 
importance of the linkage between environment and development, which should be 
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 
regimes 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 question 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 both 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.l0/1990/11) 
and on transnational service corporations and the Uruguay Round (E/C.l0/1990/12). 

A. Role of transnational banks 

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 p~an 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 countri~s 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 regulatory 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 to 
developing countries with respect to capital flight was not always appropriate 
since, in many cases, capital flight was facilitated by transnational banks. 

77. Some delegations commended the report of the Secretary-General on the role 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 recognizing 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 Nations with regard to tl1e 
debt problem, the recommendations could be maJe more specific a~d concrete. One 
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. In 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.l0/1990/11) 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.l0/1990/12) . 

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 o:fices, and the establishment of affiliates by 
ser;~ces producers. In some serv~ces more than one of the alternatives might be 
~va1l~ble, an~, as the Montreal mid-term review of the Uruguay Round suggested, 
fore1gn ~erv1ces may be supplied according to the preferred mode of delivery". In 

many se:vlces, however, the establishment of foreign affiliates involving equity or 
~on-equ1ty arrangements was the most common mode of delivery. That highlighted the 
lmport~nce of the distinction between trade and foreign direct investment, because 
depend1ng upon whether a transaction was defined as "trade" or "foreign direct 
investment", different policy regimes 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, trad£·, ::ind 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 the 
liberalization of services and the role of transnational corporations in the 
delivery of services were important in the context of the multilateral trade 
negotiations of the Uruguay Round. One delegation, however, affirmed that the 
discussions taking place at the Uruguay Round should be separated from those 
regarding the code of conduct on transnational corporations. The difficulty of 
distinguishing between trade, foreign direct investment and other modes of delivery 
was acknowledged. One delegation expressed the view that an improved understanding 
of the distinction between various types of transactions in services could be 
important, among other ways, in determining the coverage of the framework that 
might emerge from the negotiations. Another delegation was of the view that 
attempts to define trade in services had been largely unsuccessful and divergent 
definitions had led to a variety of proposals regarding principles and rules for 
international transactions in services. Another delegation suggested that the 
question of distinguishing between alternative modes was of interest mainly for 
data-gathering purposes. Most delegations agreed that policy issues relating to 
international transactions in services, including those involving the establishment 
and presence of transnational corporations, deserved attention especially from the 
perspectives of development and growth. In that context, reference was made to the 
relevance of considerations relating to specific sectors which were raised in 
document E/C.l0/1990/12. One delegation questioned the need for a re-examination 
of current international r~gimes and policies prohibiting foreign carri e r s i11 

domestic transport in view of the concentration of inte r national air and s hippir1g 
services in the hands of developed country firm s . The same delegation drew 
attention to the potential problems that could result from liberalization or 
opening up to foreign firms in terms of for e ign exchange leakages, employment 
concentration in low-skilled categories in the tourism sector, and crowding out 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. 

69. 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. In 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 by the 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 

93. The Commission considered item 9 of · · 
5 April 1990. It had before it th lts agenda at lts 5th meeting, on 
trade-related aspects of intellect~a~ep~~t:rof t~e Secretary-General on 
investment measures (TRIMs) (E/C.l0/19~0/i3 ty rlghts (TRIPs) an~ trade-related 
corporations (E/C.l0/1990118 ) A th' d ), and on non-con~ent1onal transnational 
activit' . . . lr report related to thls agenda item, on the 
, . t l~s of the Unlted Natlons Centre on Transnational Corporations and of the 
JOln. un1ts established with the regional commissions (E/C.l0/1990/16), was 
~onslder~d separately under agenda item 12 (on the activities of the Centre on 
ransnat1onal Corporations). 

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 
protect1on on technology and investment flows, and of trade-related investment 
measures on the behaviour of investors and on economic development in host 
countries. 

95. He noted that all countries had an inter@.st 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 t~at 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 ~ransnational 
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. In 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. 

Action taken by the Commission 

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.l0/1990/13) 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 IX 

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

102. The Commission considered agenda 1.'tem 10 t 't 7 h a 1. s t meeting, on 6 April 1990. 
It had before it the following documents: 

(a) Report of the Secretary-General on foreign direct investment in Africa 
~nd strat~gies to encourage transnational corporations to respond positively to the 
1mproved 1.nvestment climate (E/C.l0/1990/9); 

(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.l0/1990/14); 

(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.l0/1990/16). 

103. In his introductory remarks, the Director of the Advisory and Information 
Services Division informed the Commission that the Centre's technical assistance 
had been avidly sought by an ever-increasing number of countries in a wide range of 
projects related to transnational corporations. Those projects included assistance 
in negotiating strategic transactions with transnational corporations, particularly 
in the natural resources sector; in providing critical information and advice in 
evaluating investment projects; and in restructuring and liberalizing government 
policies towards transnational corporations, particularly in newly open-door 
economies. 

104. Referring to the report of the Secretary-General on technical co-operation and 
foreign investment policies (E/C.10/1990/14), he pointed out that the 
liberalization process was meaningful only if accompanied by a package of broad 
economic reforms, including liberalization of foreign exchange regimes and . of the 
financial markets, price liberalization reforms, tax reforms and trade pol1.cy 
reforms. He said that in the future the Centre hoped to conduct an in-depth study 
of the problems and solutions regarding the reconciliation of public policy on 
foreign investment and technology with the imperatives of market forces. 

105. With regard to the Centre's technical assistance in that area, :eq~ests 
generally fell under the following categories: countries with restr1.ct1.ve t 'es 
. , . tments• coun r1 
1nvestment regimes moving towards a new policy to attract 1nves .'. eded 

h PollCles ne 
that were successful in attracting foreign investments but w ose e 
streamlining to achieve a greater degree of efficiency; countries that wer 

. that were 
adopting a more export-oriented strategy; and finally, countrleS f technology 
successful in attracting foreign investment but in which the transfer 

0
t the 

was not commensurate with the transfer of capital. It was stressed thretween 
developing countries had adopted strategies to achieve a fine balance Irements an~ 
promotion and regulation with a mix of incentives and performance requ 
other measures. 

. n direct 
106. With regard to the report of the Secretary-General on forelg 'liar 
investment in Africa (E/C.l0/1990/9) the Director pointed out the faml 

trend 
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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 requested 
that special attention be given to the needs of the least developed countries. 

109. A few delegations supported the liberalization process in the investment 
reg~mes 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.l0/1990/9). 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 unique to developing countries. He 
pointed out that even transnational corporations monitored their agreements with 
host Governments. 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.l0/1990/9); on 
experience gained in technical co-operation activities with respect to the 
formulation and implementation of foreign investment policies (E/C.l0/1990/14); 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.l0/1990/16}. 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.lJ/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.l0/1990/16), 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. 

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 C~ntre had assisted developing countries in the creation of their 
own information systems. The Centre's assistance had been directed to t~e 
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. Spe a king 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 Commission 

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.l0/1989/15) 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. 

-41-



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 capit~l, technology 
and skills to developing countries in the 1990s (E/C.l0/1990/3); 

(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.l0/1990/16); 

(c) Note by the Secretariat on the draft programme on transnational 
corporations of the mediwn-term plan for the period.' i992-1997 (E/C.10/1990/CRP.l). 

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. In that regard, he 
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 quinquennial study. 

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 development: policies to stimulate the transfer of 
investment capital, technology and skills to developing countries (E/C.l0/1990/3), 
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particularly to the suggestion to undertake assessment studies of count 1' · . . . . . ry po ~c~es 
1n attract~ng fore~gn d~rect ~nvestment. 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 1992-1997. 

I 

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 intergovernmental 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 programme 
aimed at supporting small- and medium-sized enterprises utilizing linkages with 
transnational corporations which they considered would enhance the economic 
integration of their regions. EMPRETEC, a joint effort by the private sector, 
Governments and the Centre, was viewed by those delegations as an innovative 
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 a nd support that the Centre's 
joint unit with the Economic and Social Commission for Asia and the Pa cific (ESChrl 
provided to its country in the area of foreign direct investm~nt. Other 
delegations mentioned the unique capability of th€ Ce ntre to respond immedint.ely t.o 

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 
I 

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.l0/1990/CRP . l. 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 l, 
on securing an effective code of conduct and other international arrangements and 
agreements relating to transnational 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. 

139. 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.l0/1990/3). 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 and 
would be carried out in close co-operation with host Governments, upon their 
request, and other interested parties, including transnational corporations. 
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. 

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·~ effort~ to 
co-ordinate its activities with agencies and orqanizations within and outside thP 
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.l); 

(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.l0/1990/3); 

(c) Reque~ted 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 NatioQs Centre on 
Transnational Corporations 

145. At the lOth meeting, on 10 April, the observer for Bolivia, lQI on behalf of 
the States Members of the United Nations that are members of the Group of 77, 
introduced a draft resolution (E/C.l0/1990/L.S) entitled "Activities of the United 
Nations Centre on Transnational Corporations'', which read as follows: 

"The Economic and Social Council 

"I 

"1. Requests the Secretary-General to prepare a report, containing 
concrete proposals, on the promotion of foreign direct investment in thP. 
developing countries, as a complement to domestic investment; 

10/ In accordance with rule 72 of the rules of procedure of the Economic and 
Social Council. 
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"2. ~equests the Secretary-General to st~dy, in co-operation with the 
United Nat~ons 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; 

"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 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 environmentally 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 other relevant 
organs and organizations of the United Nations system, to investigate other 
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 preparation 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 management and 
to provide the Commission, at its seventeenth session, with the operational 
principles concerning those criteria, pursuant to Council resolution 1989/25; 

"III 

''1. Requests the continuation of the work of the United Nations Cent re 
on Transnational Corporations on ways and means of promoting regional economi c 
integration and co-operation among developing c o untries through joint 
ventures, on the potential impact of regional economic integration processes 
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 
exte~nal 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.l0/1990/L.S and subsequently issued as 
document E/C.l0/1990/L.8. 

147. At the same meeting, the Commission adopted the draft resolution contained in 
E/C.l0/1990/L.8 (see chap. I, sect. A, draft resolution III). No action was taken 
on draft resolution E/C.l0/1990/L.S. 

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.l0/1990/L.S (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 
regulations 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 XII 

QUESTION OF EXPERT ADVISERS 

150. The Commission considered agenda item 13 at its 9th meeting, on 9 April 1990. 
It 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 fill 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 BASAGOITI (Mexico) .. 
KARL-ERIK ONNESJO (Sweden) 
ANTONIO COLOMBO (Italy) 
SAMUEL ESSON KWESI JONAH (Ghana) 

11/ The curricula v itae of the expert advisers are contained in the note by 
the Secretariat (E/C.10/1990/17 and Add.1). 
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Academic background 

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 111 

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

12/ Four additional expert advisers are to be selected in consultations 
between the Chairman of the Commission and the Executive Director of the centre· 
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Chapter XIII 

PROVISIONAL AGENDA FOR THE SEVENTEENTH SESSION OF THE COMMISSION 

154 : The Commission considered item 14 of its agenda at its lOth 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.l0/l990/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 lOth, 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.l-11), 
as revised and amended during the discussion. 

-53-



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 (1st 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: Jose Maria Basagoiti 
(Mexico), 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 
(China), Nikolai 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 intergovernmental 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) 

Rapporteur: Jon Ramberg (Norway) 

D. Agenda and organization of work 

169. At its 1st meeting, on 2 April, the Commission adopted the provisional agenda 
contained in document E/C.l0/1990/l (see annex II). 

C · · approved the organization of work of the 170. At the same meeting, the omm~ss~on 

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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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. 

3. 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 CouncjJ 
at its 1990 session at the time of its review of the decision of the Commission i 11 

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 biennium. 

-56-



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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Annex II 

AGENDA OF THE SIXTEENTH SESSION 

1. Election of officers. 

2. Adoption of the agenda and organization of work. 

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

4. 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. 

5. International standards of accounting and reporting. 

6. 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. 

7. Transnational corporations and issues relating to the environment. 

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

(a) Role of transnational banks; 

(b) Role of transnational corporations in other services. 

9. Ongoing and future research. 

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

11. Comprehensive information system. 

12. Activities of the United Nations Centre on Transnational Corporations. 

13. Question of expert advisers. 

14. Provisional agenda for the seventeenth session of the Commission. 

15. Adoption of the report of the Commission on its sixteenth session. 
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Annex III 

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 .10/199013 3 

E/C .101199014 3 

EIC.10/1990/5 4 (a) 

EIC.10/1990/6 4 (b) 

EIC.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 corporati~ns 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 tu 
South Africa: report of the 
Secretary-General 



Document symbol 

E/C .10/1990/9 

E/C.l0/1990/10 

E/C.l0/1990/11 

E/C.I0/1990/12 

E/C.I0/1990/13 

E/C.l0/1990/14 

E/C.10/1990/15 

E/C.10/1990/16 

E/C.10/l990/17 and Add.! 

E/C.10/1990/18 

Agenda item 

10 

7 

8 (a) 

8 (b} 

9 

10 

11 

9, 10, 11 
and 12 

13 

9 
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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 transnationol 
corporations: report of the 
Secretary-General 



Docwnent symbol 

E/C.l0/1990/CRP.1 

E/C.l0/1990/L.l 

E/C.l0/1990/L. 2 

E/C .1011990/L. 3, 
Add.1, Add.2 and 
Corr.1, and Add.3-11 

EIC .1011990/L. 4 

E/C.l0/1990/L. 5 

E/C .10/1990/L. 6 

E/C.l0/1990/L. 7 

E/C .10/1990/I,. 8 

90-12338 1502i (E) 

Agenda item 

12 

2 

2 

15 

6 

12 

4 (a) 

14 

12 

-61-

Title or description 

Draft programme on transnational 
corporations of the mediwn-ter.m plan 
for the period 1992-1997: note by the 
Secretariat 

Status of documentation for the 
session: note by the Secretariat 

Organization of the work of the 
session: note by the Secretariat 

Draft report 

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 

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 

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 

Draft provisional agenda for the 
seventeenth sesssion of the Commission 

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.l0/1990/L.5 
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