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SHU/UNITAR SERIES OF INTERNATIONAL ECONOMICS AND FINANCE:

WORKSHOP ON FOREIGN DIRECT INVESTMENT FOR DEVELOPMENT FINANCING

United Nations Headquarters, New York
23-24 August 2005 Conference Room C

On 23-24 August 2005, the United Nations Institute for Training and Research (UNITAR) and Seton Hall
University (SHU) hosted the annual UNITAR/SHU Workshop on International Economics and Finance.
This year’s topic was “Foreign Direct Investment for Development Financing”. The event was held in con-
ference room C at the United Nations Headquarters and attracted over 60 delegates from over 45 countries,
UN organizations and civil society. Of the over 60 delegates, 27 received Certificates for full attendance.

This two-day workshop was designed to enhance the participants' understanding of the forces at play in the
current international economic and financial environment. The primary emphasis of the workshop was on
foreign direct investment (FDI) to developing countries, with a focus on how to attract FDI as a tool to fi-
nance development. Other topics included issues on globalization and global standards of operations, mar-
keting a country to attract FDI, legal issues of FDI, export processing zones, experiences of a transition econ-
omy in attracting FDI, and challenges and opportunities posed by “Chindia” (China and India).

Training methods focused on plenary lectures followed by guestions and answers and discussions, and
working team exercises. Four major interactive exercises (case studies) on foreign direct investment were
discussed and assigned to teams of participants on the first day of the workshop. Each team was composed of
several participants and met on the morning of the second day for team discussions and to prepare a presen-
tation in the afternoon. Experts were present and available to each team for consultations in preparing their
findings. The workshop also addressed the current global economic trends and other issues affecting markets
and investment decisions.

In his closing remarks Dr. Yeomin Yoon, a UNITAR Senior Special Fellow, synthesized the elements of
the two-day workshop. The following Substantive Report draws directly from these remarks.

The objective of the two-day discussions and interactive exercises was to gain a perspective on the impor-
tance and impact of foreign direct investment on development financing, as well as insights on how to attract
FDI under the current highly competitive global economic environment. The workshop consisted of plenary
lectures presented by a host of experts drawn from SHU, and an interactive team exercise.
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Many diverging viewpoints and counterpoints as well as criticisms were expressed through presentations
and open discussions. Consensus was apparent, however, that FDI is an effective means for attracting pro-
ductive capital required for a country’s economic growth and development. Only about 15% of the world’s
countries now produce capital in sufficient quantity to benefit fully from the division of labor in expanded
global markets. Professor Yoon referred to this as a “global food chain.”

Economic history has shown that investment and trade are necessary requirements for any developing
country to become a rich, developed country. But, for any developing country to become rich, its people
should be able to invest and trade in a wide circle. When people cannot invest and trade beyond a small cir-
cle (say, beyond their relatives, village neighbors, and friends who know and trust each other), they remain
poor.

FDI is an act of investing and trading in large circles. Thus, the major challenge for any developing
country in attracting FDI is to establish a business environment favorable to investment and trade in wide
and large circles, for both domestic and international businesspeople, which in turn, requires uniform law,
contracts, debt-collection mechanisms, proper documentation of property rights, certain standards and trans-
parency in accounting, as well as reasonably functioning and sound bureaucracies.

For any developing nation to attract a significant amount of FDI, it is imperative to get the nation’s law
in line with how people actually live and work as quickly as possible. This can be accomplished by strategic
plans and focused projects to change the law. Strategy should be translated into organizational terms; or-
ganizations should be aligned with the strategy; and governance should focus on translating strategic plans
into desired results and putting the results into motion.

In places such as America, Europe and Japan, and at one time or another, in Singapore, South Korea, and
Taiwan, the public was dissatisfied with the lack of uniform law, lack of consistency and transparency in the
legal system, and a vast difference between “having rights” and “receiving justice.” Leadership is what
brought about necessary changes. Once change occurs, it tends to be emulated by neighboring countries.

Attracting FDI is important, but mobilizing inactive domestic capital is equally important. As Hernando
de Soto points out, if 65% of the people operate outside the legal system as in the Philippines, or if, as in
Egypt, 85% percent of the population holds its assets outside of the legal system, so that the total value of the
“dead” capital in the real estate market alone is worth 55 times the value of the foreign investment stock in
Egypt, changes must be triggered. According to Dr. de Soto’s estimates, in the late 1990s, the poor Third
World and former communist countries held at least $9.3 trillion (almost equivalent to the then GDP of the
United States) in real estate alone in the form of “dead” capital.

Dr. de Soto emphasizes to look inside a country and mobilize inactive domestic capital. The task of the
people in the leadership position in each developing country is to initiate and accomplish necessary national
reforms, so that what de Soto aptly calls the “dead” capital can be transformed into “live” capital and be util-
ized productively along with FDI for the nation’s growth and development.



Stillman School of Business

New York Office

A final point is that a nation existing globally must respect other nations and minds; it must appropriate
their perceptions of it. Recognition and respect should be imbedded in a nation’s international image. A na-
tion recognizes and respects another only if the latter is perceived to have self-identity, autonomy and crea-
tivity. There is, in addition, an ethical criterion. And, while criteria are undoubtedly affected by history and
culture, one that is becoming increasingly universal especially since the end of the Cold War is the respect
for human rights. How the government of a nation treats its own people and human beings in general, is be-
coming a measure of the nation’s respectability. A nation may be powerful and hence feared or depended
upon; a nation may be rich and hence favored as a trading partner. But neither power nor utility will elicit re-
spect without corresponding ethical respectability.

NOTE:

Another Series on International Economics and Finance workshop will be held in Hiroshima on 15-18 May
2006. The workshop is designed for mid-career and high-level officials from Asia and the Pacific -- Minis-
tries of Foreign Affairs, Finance, Treasury, International Trade, as well as Investment Promotion Agencies.
For more information, please contact: Nassrine Azimi, Director of the UNITAR Hiroshima Office for Asia
and the Pacific (HOAP): Tel: +81 82 511 2424, Fax: +81 82 211 0511 E-mail: hiroshima@unitar.org or see
www.unitar.org/hiroshima/
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