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FOREWORD BY THE HINRICH 
FOUNDATION

In this second year of navigating the Covid-19 pandemic, 
signs are emerging of a stronger than expected economic 
recovery. The International Monetary Fund is forecasting 
a 6 percent growth rate for 2021. Economic stimulus 
packages have buoyed public spending and domestic 
consumption. 

But will the forecast spur the return of foreign direct 
investment, or FDI, particularly in developing countries? 

We at the Hinrich Foundation are hopeful. The mission of 
�W�K�H�� �+�L�Q�U�L�F�K�� �)�R�X�Q�G�D�W�L�R�Q�� �L�V�� �W�R�� �D�G�Y�D�Q�F�H�� �P�X�W�X�D�O�O�\�� �E�H�Q�H�4�F�L�D�O��
and sustainable global trade. FDI is vital in furthering this 
mission and to achieving the Sustainable Development 
Goals, or SDGs. In many countries, FDI outperforms aid, 
remittances, and portfolio investments a aid,

https://openknowledge.worldban7>Rect[360IoB e1818182559]1
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�W�K�D�W�� �W�K�H�\�� �F�D�Q�Q�R�W�� �4�Q�D�Q�F�H�� �D�Q�G�� �G�H�O�L�Y�H�U�� �R�Q�� �W�K�H�� �6�X�V�W�D�L�Q�D�E�O�H��
Development Goals without private sector engagement. 

�7�K�H���U�H�D�O�L�W�\���R�Q���W�K�H���J�U�R�X�Q�G���L�V���G�L�•�H�U�H�Q�W�����K�R�Z�H�Y�H�U�����&�R�P�S�D�Q�L�H�V��
are resorting less and less to foreign direct investment. 
Once a hallmark of globalisation, FDI has been in trouble 
for some time—a fact compounded by the ongoing 
pandemic:

•	Even before last year’s 42% drop, sensibly 
�E�H�Q�F�K�P�D�U�N�H�G�� �D�Q�Q�X�D�O�� �L�Q�5�R�Z�V�� �R�I�� �)�'�–�� �K�D�Y�H�� �E�H�H�Q�� �L�Q��
�G�H�F�O�L�Q�H���V�L�Q�F�H���W�K�H���*�O�R�E�D�O���)�L�Q�D�Q�F�L�D�O���&�U�L�V�L�V����•	�7�K�Hð��HðF�R�Q�R�_�LðF���I�D�ô�ô� �•�p�0�I�U�R�_���&��K�D�`�0�Z�LðW�Q�HðV�V�HðG���Q�HðZ���)�'�–���5�R�Z@V���U�HðW�U�HðD�p�Ï��� �0�W�R���O@HðY�HðO@V���Q�R�W���V�HðH�Q���I�R�U��������years. •	
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motivation for this step were concerns about Chinese FDI. 
However, the reality is that many of the EU’s traditional 
trading partners have form in subsidising the overseas 
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�N�Q�H�Z�� �W�K�H�\�� �G�L�G�Q���W�� �K�D�Y�H�� �W�K�H�� �U�H�V�R�X�U�F�H�V�� �W�R�� �4�Q�D�Q�F�H�� �W�K�H��
implementation of the SDGs and sought private 
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FIGURE 1 
Only 37 nations saw faster rises in the Human Development Index during 2010-19
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As for the transition to a lower carbon economy, according 
to data collected by the UN Development Programme, 
�W�K�H�U�H�� �L�V�� �V�L�J�Q�L�4�F�D�Q�W�� �Y�D�U�L�D�W�L�R�Q�� �L�Q�� �W�K�H�� �N�L�O�R�J�U�D�P�P�H�V�� �R�I�� �&�2����
emissions per unit of GDP across the 139 nations for which 
data is available (see Figure 3). 16 Of the thirty nations with 
the highest levels of emissions relative to the size of their 
economy, seven are members of the G20. East Asian 
nations as well as the region encompassing the former 
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with which vaccines are distributed internationally. 
There are good reasons to be concerned on both scores 
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To its credit, UNCTAD (2020) also provides evidence from 
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CHAPTER 3
DIMINISHED PAYOFF TO 
VENTURING ABROAD: 
THE FALLING RETURNS TO FDI

27
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years 2010 to 2018, which has been reproduced here 
as Table 1. This table was extended back to 2006 with 
comparable statistics reported in the World Investment 
Report 
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total net income 33 earned by US multinationals with 
�D�]�O�L�D�W�H�V���L�Q���W�K�D�W���W�U�D�G�L�Q�J���S�D�U�W�Q�H�U���L�Q���D���J�L�Y�H�Q���\�H�D�U���G�L�Y�L�G�H�G���E�\��
the total value of US multinational assets tied up in the 
country in question in the same year. Using the regional 
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Piling on the agony: Rising economic 
policy uncertainty
Another factor likely to have depressed FDI returns over 
the past decade is the mounting policy uncertainty faced by 
�4�U�P�V���R�S�H�U�D�W�L�Q�J���D�W���K�R�P�H���D�Q�G���D�E�U�R�D�G�����6�L�J�Q�L�4�F�D�Q�W���D�G�Y�D�Q�F�H�V��
have been made in recent years in developing indices 
that seek to capture the degree to which regulatory and 
other business-relevant policies are being altered. These 
indices have been shown to predict future downturns in 
corporarbi1mi/meceny aes arnow trackaced  leadbeind 
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be that surprising. Combined with the sub-par reported 
returns on direct foreign investments in many sectors 
conducive sustainable development, the headwinds facing 
business executives keen on contributing to the SDGs and 
to tackling climate change are apparent. Still, the higher 
levels of returns earned (at least by U.S. companies) on FDI 
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expense of reducing the welfare of the nation imposing 
the measure. 45 

Policies that erect or alter border barriers are to be 
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CHAPTER 5
PANDEMIC FALLOUT: ARE 
GOVERNMENTS FOLLOWING 
THROUGH ON THREATS TO 
RESHAPE SUPPLY CHAINS?
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�3�R�O�L�F�\�b �L�Q�W�H�U�Y�H�Q�W�L�R�Q�V�� �Z�H�U�H�� �F�O�D�V�V�L�4�H�G�� �L�Q�W�R�� �G�L�•�H�U�H�Q�W�� �W�\�S�H�V��
shown in Figure 2. Policies coloured red disincentivise FDI, 
�J�U�H�H�Q���H�Q�F�R�X�U�D�J�H���L�W�����D�Q�G���\�H�O�O�R�Z���K�D�Y�H���D�Q���D�P�E�L�J�X�R�X�V���H�•�H�F�W��

Subsidies to encourage local production account for a 
quarter of the 762 policies that altered the incentive for 
FDI in the COVID-19 medical goods. For all the talk of 
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Concluding remarks
While the focus in this chapter has been on the 
government policy response towards supply chains and 
overseas sourcing after the COVID-19 pandemic hit, it is 
important to bear in mind that the private sector has been 
drawing lessons from this episode as well. Coupled with 
the increased trade tensions between China and other 
governments, it should come as no surprise that many 
surveys of international business have pointed to the 
private sector rethinking the optimal design of its supply 
chains (AMCHAM 2020, JETRO 2020, 2021). 

This is not to imply that government policy has been 

https://ecipe.org/publications/globalization-makes-us-more-resilient
https://ecipe.org/publications/globalization-makes-us-more-resilient
https://voxeu.org/a.53ts/globalization-makes-us-more-res eliance-other faeds-ul-equipmURI(https://voxeu.org/a.53ts/globalization-makes-us-more-res eliance-other faeds-ul-equipmURI(https://voxeu.org/a.53ts/globalization-makes-us-more-res eliance-other faeds-ul-equipmURI(ht
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FIGURE 1 
Between 2010 and 2014 a total of 86 Chinese overseas projects ran into trouble
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CHAPTER 7
OTHER PERTINENT POLICY 
DYNAMICS AND THEIR IMPACT 
ON FDI
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Impediments to transferring funds, plus any uncertainty 
over whether such impediments will be imposed in the 
future, tend to reduce risk-adjusted rates of return.  ftialluncertainty 
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�6�K�L�I�W�V���L�Q���W�D�U�L�•���D�Q�G���Q�R�Q���W�D�U�L�•���E�D�U�U�L�H�U��
favour exporting but by less and less 
over time 
For some customers located abroad exporting a good 
or service may be a technically feasible alternative to 
establishing nearby commercial presence through FDI. 
In such cases, shifts in trade policies towards exports 
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decade.64 Furthermore, foreign direct investment may 
�E�H���O�X�U�H�G���W�R���O�R�F�D�W�L�R�Q�V���Z�K�H�U�H���W�K�H���V�X�E�V�L�G�L�H�V���R�•�H�U�H�G���D�V���S�D�U�W��
of a national industrial policy, for example, are more 
generous. 65 However, to the extent that such subventions 
�D�U�H���4�U�P���V�S�H�F�L�4�F���D�Q�G���U�H�V�H�U�Y�H�G���O�D�U�J�H�O�\���I�R�U���O�R�F�D�O���4�U�P�V�����W�K�H�Q��
�D�� �I�R�U�H�L�J�Q�� �G�L�U�H�F�W�� �L�Q�Y�H�V�W�R�U�� �P�D�\�� �4�Q�G�� �W�K�H�P�V�H�O�Y�H�V�� �F�R�P�S�H�W�L�Q�J��
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CHAPTER 8
FROM HEADWINDS TO 
TAILWINDS: POLICY 
RECOMMENDATIONS TO REVIVE 
FDI AND ITS CONTRIBUTION TO 
SUSTAINABLE DEVELOPMENT

https://www.rug.nl/ggdc/productivity/pwt/
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The third step is to take every possible opportunity to  
de‑risk FDI



The 27th Global Trade Alert report| 48





The 27th Global Trade Alert report| 50

WHAT IS THE GLOBAL TRADE ALERT?
The Global Trade Alert is the leading independent monitor 
of commercial policy change. Widely recognised as having 
�W�K�H���P�R�V�W���F�R�P�S�U�H�K�H�Q�V�L�Y�H���F�R�Y�H�U�D�J�H���R�I���W�D�U�L�•���D�Q�G���Q�R�Q���W�D�U�L�•��
barriers deployed by governments since the onset of 
the Global Financial Crisis, the Global Trade Alert seeks 
to inform policy debate, deliberation by government, 
international organisations, civil society, and business, as 
well as providing high quality inputs for analysts. 

Created in 2009, the Global Trade Alert documents 61 
�G�L�•�H�U�H�Q�W�� �W�\�S�H�V�� �R�I�� �S�R�O�L�F�\�� �L�Q�W�H�U�Y�H�Q�W�L�R�Q�� �W�K�D�W�� �D�•�H�F�W�� �W�K�H��
relative treatment of domestic and foreign commercial 
rivals. The Global Trade Alert goes beyond documenting 
�S�R�O�L�F�\�� �L�Q�W�H�U�Y�H�Q�W�L�R�Q�� �D�•�H�F�W�L�Q�J�� �W�U�D�G�H�� �L�Q�� �J�R�R�G�V���� �W�K�R�V�H��
�D�•�H�F�W�L�Q�J���F�U�R�V�V���E�R�U�G�H�U���W�U�D�G�H���L�Q���V�H�U�Y�L�F�H�V�����W�K�H���F�U�R�V�V���E�R�U�G�H�U��
movement for commercial reasons of persons,  capital, 
data, and intellectual property also fall within its remit. 
Over 95% of the entries in the Global Trade Alert are 
documented using either government statements or 
legally mandated tatements oi0520051e Gtatements o4 
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HOLDING THEIR FEET TO THE FIRE: 
THE TRACK RECORD OF EACH G20 
MEMBER
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ARGENTINA
�1�X�P�E�H�U���R�I���G�L�V�F�U�L�P�L�Q�D�W�R�U�\���L�Q�W�H�U�Y�H�Q�W�L�R�Q�V���L�P�S�R�V�H�G���V�L�Q�F�H���1�R�Y�H�P�E�H�U����������
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AUSTRALIA
Number of liberalising interventions imposed since November 2008

AUSTRALIA
Track record of liberalisation
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BRAZIL

What is at stake for Brazil’s goods exporters?
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CANADA

What is at stake for Canada’s goods exporters?
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FRANCE

What is at stake for France’s goods exporters?

UN 

MAST 

chapter Foreign 

discriminatory

policy instrument Percentage of this G2m
4ember’s exports at risk due to …

2009201020112012201320142015201620172018201920202021All instruments36.245532555.4261.126327 66.1964.5566.78663 169.8872.9373.8272.17DContingent trade-protective measures011 01130113011401170.170.16532653280.320.390.4 014 
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INDIA
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