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ABSTRACT
Reaching the SDGs has become the lodestar of development policymaking. Increased sustainable FDI flows
to developing countries can make an important contribution to reaching the Goals. This article analyzes 150
instruments (treaties, standards, codes) prepared by key stakeholder groups in the FDI space and bearing on
the relationship between host country governments and foreign investors, to identify FDI sustainability
characteristics along the following four dimensions: economic, social and environmental development and
governance. These instruments indicate the kind of contributions governments and intergovernmental
organizations expect MNEs to make to host countries; what kind of contributions MNEs and business
organizations expect to make to host countries; and what others expect from MNE:s in this respect. The
analysis yields a set of indicative “common FDI sustainability characteristics”, as well as a set of indicative
“emerging common FDI sustainability characteristics”, with all stakeholder groups showing a growing
propensity to recognize them. These indicative FDI sustainability characteristics, in turn, can give guidance
to both legal and policy development regarding the role international investors can, and should, make to

reach the SDGs.
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INTRODUCTION

Reaching the Sustainable Development Goals (SDGs) is the principal economic development challenge of
our time—it has become the lodestar of development policymaking, supported by all countries. Increased
foreign direct investment (FDI) can make a contribution to reaching the SDGs. However, the issue is not
only more FDI, but even more so investment that makes a substantial contribution to the sustainable
development of host countries, that is, investment that has the characteristics of “sustainable FDI”.

Identifying “FDI sustainability characteristics” is the primary purpose of this article.

While the issue of the quality of FDI is not new (section II), the question of what FDI can be considered as
making a substantial contribution can be answered best by examining what principal stakeholders
themselves expect FDI to contribute to sustainable development, as identified in instruments formulated by
them about the relationship between host country governments and foreign investors (section III). The
analysis of these instruments—the most important part of this article—leads to an identification of FDI
sustainability characteristics, that is, those attributes that would be expected from FDI projects that
contribute to sustainable development (section I'V). The conclusions (section V) draw attention to the need

to promote and use the sustainability characteristics in future law and policymaking.

I. THE QUALITY OF FDI

The amount of investment needed to meet the challenges of the future is tremendous: meeting the SDGs
alone requires trillions of investment dollars. At the same time, the annual financing gap to reach the SDGs
for the developing countries alone has been estimated at US$ 2.5 trillion (UNCTAD, 2014). FDI can make
a contribution to meeting these investment needs. To make a substantial difference, however, FDI flows

would have to increase significantly from the US$ 1.8 trillion in 2016 (UNCTAD, 2017).



However, the issue is not only more FDI, but it also needs to be the right kind of FDI: what is referred to as

“sustainable FDI” in this article.

This concerns the quality of FDI—not a new issue. On balance, most FDI can contribute to sustainable
development, at least if the conditions surrounding an investment encourage such a result. Nonetheless, a
number of countries distinguish between different types of inward FDI on the basis of various
considerations. For example, some governments submit certain types of inward FDI — typically mergers and
acquisitions, but also greenfield projects (Namibia, 2016) (sometimes over certain size thresholds) - to
various tests, such as net-benefit tests or national security tests. Canada, for example, uses the former test,
(Investment Canada Act, 1985, para. 20), while the United States (US) is a prominent example for using the
latter.' Many governments limit (or entirely restrict) inward FDI in certain services, manufacturing
industries, natural resources, and infrastructure. Many developed and developing countries have adopted
this approach for a variety of reasons, including to encourage the development of domestic firms in these
industries, for strategic security reasons or to protect certain cultural industries, public services or small and

medium-sized firms.

Moreover, most governments apply specific criteria to proposed large-scale or ecologically sensitive
investments, in the form of environmental and social impact assessments, now also increasingly including
human rights assessments. Further, maximizing the positive economic and social benefits for a community
is now a standard metric in many natural resource sectors, epitomized, for example, by the notion of “shared

value” in the mining sector (Porter & Kramer, 2011).

Finally, many governments consider that some types of investment, especially when supported by national
and international policies, can make a particular contribution to the development of their economies. This
is reflected in the fact that more and more investment promotion agencies (IPAs) in developed and

developing countries alike focus on attracting certain types of projects and FDI in specific industries they



consider as contributing most to their own development priorities. Thus, the United Kingdom determines
the value of an FDI project (and hence its eligibility for government support) by examining quantitative and
qualitative indicators. Quantitative indicators (such as the total value of an investment, number of new jobs
created) relate mostly to larger projects that are expected to deliver higher economic and social benefits and
capture other multiplier benefits. The government also reviews qualitative indicators, namely the salary
level of new jobs created or a project’s research-and-development focus, whether or not an investment is a
global or regional headquarters, the quality of the investor, and the export potential.> The Republic of
Korea’s IPA mentions the enhancement of domestic economic competitiveness as a very desirable attribute
(InvestKorea, 2018). Nigeria provides incentives for, inter alia, telecommunications, electricity and
transport industries (Nigeria Investment Promotion Commission, 2018). The Chilean IPA targets the food,
infrastructure and tourism industries (Invest Chile, 2018). Hungary’s IPA provides targeted services for,
among others, the automotive and electronics industries and shared service centers (Hungarian Investment
Promotion Agency, 2018). Vietnam, meanwhile, provides incentives for investments in new technologies,
agriculture and forestry, and environmentally friendly technology (Vietham Trade Promotion Agency,

2018).

Countries that pursue a targeted investment approach may not hold that there is “desirable” and “non-
desirable” FDI within the sectors that are open to FDI. However, they consider that investment with certain
characteristics is particularly desirable and, therefore, might qualify for various investment incentives. In
this sense, the approach is not different from the one taken by some countries towards encouraging
renewable energies or providing value-added tax exemptions in the mining sector to encourage socially

desirable but privately insufficiently profitable investment.

In the context of the 17 SDGs and their 169 targets (IAEG-SDGs, 2017), it can not be expected that FDI
contributes to all of them. The achievement of most of the Goals falls primarily under the purview of

governments. Arguably, one of the most important Goals is Goal 8 “Promote sustained, inclusive and



sustainable economic growth, full and productive employment and decent work for all”, as economic growth
and employment provide the basis for reaching many of the other Goals. FDI can certainly make a
contribution to this Goal, and can in that way potentially make the most important contribution to reach the
SDGs. The role of FDI is specifically mentioned in connection with a number of other goals and targets,

such as Goal 10 “Reduce inequality within and among countries” (with its specific target 10.b “Encourage

official development assistance and financial flows, including foreign direct investment, to States where the
need is greatest”) and Goal 17, “Strengthen the means of implementation and revitalize the Global
Partnership for Sustainable Development® (with its specific target 17.3 “Mobilize additional financial
resources for developing countries from multiple sources” and its specific indicator 17.3.1 “Foreign direct
investment (FDI) (...) as a proportion of total domestic budget”). FDI can also play an important role in
such areas as building infrastructure (Goal 9, including energy infrastructure (indicator 7.b.1)), creating
effective, accountable and inclusive institutions (Goal 16), developing, transferring, disseminating, and
diffusing technology (target 17.7), and increasing exports (target 17.11). To mobilize finance, in fact, target

17.5 is: “Adopt and implement investment promotion regimes for least developed countries”.

As this discussion about the quality of FDI indicates, some types of investment can make more of a
contribution to a host country’s development than other types, with the most desirable contributions
depending on a host country’s development strategy. In the context of reaching the SDGs, the challenge
then becomes to identify what—according to principal stakeholders—“sustainable FDI” is, which is the

topic of the next two sections.

II. STAKEHOLDERS, DEFINITION AND METHODOLOGY

A rough definition of “sustainable FDI” is: commercially viable investment that makes a substantial
contribution to the economic, social and environmental development of host countries and takes place in

the framework of fair governance mechanisms® (Sauvant, 2015; Sauvant & Hamdani, 2015). This is a



definition that goes beyond “do no harm” and calls for active efforts on the part of multinational enterprises
(MNESs) and their foreign affiliates to contribute as much as possible to sustainable development. In other

words: sustainable FDI for sustainable development.

It should be noted that the definition deliberately speaks about “commercially viable investment”,
recognizing that making substantial contributions may involve costs for the firms involved and that, if these
costs are higher than the profits that can be expected from a given project, the investment normally will not
be undertaken. This also holds true from the host country’s perspective: if the costs created by a project for
a host country are higher than the expected benefits, it will normally not make sense for a host country to
allow the investment; this may become particularly relevant in the case of large projects with considerable
impact (such as in extractive industries). The challenge therefore becomes to find the right point at which
making an investment still makes sense for foreign investors while making a substantial contribution to host
countries—which is again a question that, in practice, most likely arises only in the case of large projects.
Similar considerations also apply to the issues of “do no harm” and “active efforts”. An example of the
former concerns various substantial negative environmental effects that need to be avoided. An example of
the latter concerns the creation of linkages. Since linkages can be important conduits for disseminating a
number of the tangible and intangible benefits from foreign affiliates to domestic firms (and, therefore, help
to upgrade these), they are typically in the interest of host countries. At the same time, they may well be in
the interest of foreign investors as well, at least if linkages allow local sourcing at competitive costs and
quality and if there may be the potential threat of supply-chain disruptions. Creating linkages may require
overcoming inertia on the part of MNEs, as well as governments assisting domestic firms in becoming
“linkage ready”. In particular, in the case of large projects with significant impacts, making a substantial
contribution to the sustainable development of host countries may bear directly on MNEs’ social license to

operate.



Finally, there is the question whether using FDI sustainability characteristics leads to discrimination
between MNEs and domestic firms. This is of course an important policy question involving a number of
considerations.” Suffice it to say that the approach taken here is the same as that taken by the 2017 updated
ILO Tripartite Declaration of Principles Concerning Multinational Enterprises and Social Policies. As in
the case of that Declaration, the intention here is not to introduce a distinction between multinational and
domestic enterprises: “5. These principles do not aim at introducing or maintaining inequalities of treatment
between multinational and national enterprises. They reflect good practice for all. Multinational and national
enterprises, wherever the principles of the MNE Declaration are relevant to both, should be subject to the

same expectations in respect of their conduct in general and their social practices in particular” (ILO, 2017,

p.3).

What, then, could be the methodology to establish FDI sustainability characteristics and an indicative list
of such characteristics? The approach taken here is to establish such a list on the basis of what the principal
stakeholders in the relationship between host countries and international investors themselves identify as
those characteristics most important to them. Among stakeholders, it is governments who should know best
how, given all relevant variables and constraints, FDI can contribute best to sustainable development;
similarly, the private sector should know best what it can contribute towards this objective. More
specifically, the principal stakeholders are:

e Negotiators of international investment agreements seeking to take sustainability consideration into
account when negotiating such agreements. This is particularly important now, as structured
discussions in the WTO aim at an investment-facilitation agreement and, hence, the question arises
whether sustainable FDI might deserve special attention (ICTSD, 2018).

e Host country governments and IPAs seeking to attract sustainable FDI.

e Home country governments supporting their firms to invest abroad through various home country
measures that are linked to certain conditions (such as the impact of FDI projects on the environment

in host countries).



e Intergovernmental organizations seeking to develop their own guidelines to further the sustainable
development impact of FDI.

e Global business associations seeking to provide guidance to their members regarding sustainable
FDI for sustainable development.

e Private institutional investors, often controlling substantial pools of funds, seeking to provide
guidance to their clients regarding sustainable FDI.

e Industry associations seeking to do the same.

e International investors seeking to maximize the benefit of their investments not only for themselves,
but also for the sustainable development of their host countries.

e Civil society organizations or communities seeking to monitor particular FDI projects or responsible

business conduct in more general terms.

Arbitrators in international investment disputes wanting to take the development impact of investment

projects into account could also benefit from a list of FDI sustainability characteristics..

The expectations of these stakeholders are reflected in various treaties, standards and codes (collectively
called “instruments” in the following discussion) bearing on the relationship between host country
governments and foreign investors. These instruments indicate: (i) the kind of contributions governments
and intergovernmental organizations expect MNEs to make to host countries; (ii) what kind of contributions
MNE:s and business organizations expect to make to host countries; and (iii) what others expect from MNEs

in this respect.

More specifically, for the purpose of this article, 150 instruments® prepared by the stakeholders listed above
were examined to determine what contributions to host country development they specify and/or what needs
to be done to mitigate or avoid possible negative impacts of investments. Furthermore, for each category of

instruments, illustrative examples are provided of contributions that could be included in an indicative list



of FDI sustainability characteristics. In determining the instruments, emphasis was given to the most recent

instruments. These instruments are:

e International investment agreements (IIAs—treaties between and among governments dealing with
international investment matters, most prominent among them bilateral investment treaties (BITs)).”
The BIT between Brazil and Malawi, the Comprehensive Economic and Trade Agreement (CETA)
between Canada and the European Union, the Lomé Convention between the members of the
African, Caribbean and Pacific Group and the European Union (ACP-EU Partnership Agreement),
the Southern African Development Community Model BIT, and the Draft Pan-African Investment
Code mention the strengthening of local capacities through close cooperation with the local
community and encouraging the development of local human capital (Brazil-Malawi BIT, 2015,
art. 9(2)(c)-(d)); the protection of labour rights, including the prohibition of forced and child labour
(CETA, 2016, art. 23.3); respect for human rights (ACP-EU Partnership Agreement, 2005, art. 9 &
SADC Model BIT, 2012, art. 15.1); and technology transfer (Pan-African Investment Code (draft),
2016, art. 17). Further, article 14 of the Investment Promotion and Protection Agreement between
Morocco and Nigeria mandates environment and social impact assessment screening and the
application of precautionary principles as ways to mitigate negative impacts.

e Non-binding intergovernmental instruments.® The United Nations Guiding Principles on Business
and Human Rights (endorsed by the United Nations Human Rights Council), the ILO Tripartite
Declaration of Principles Concerning Multinational Enterprises and Social Policy (negotiated and
adopted by governments of home and host countries of multinational enterprises (MNEs) as well as
global representative bodies of employers and workers), the OECD Guidelines for Multinational
Enterprises’ (developed primarily by MNE home country governments to guide the behaviour of
their companies in host countries) (Gestrin & Novik, 2017),'° and the UNCTAD Investment Policy
Framework for Sustainable Development (developed by the UNCTAD Secretariat) mention

avoidance of human rights infringements (UN OHCHR, 2011, Principle 11); assurance of worker



safety (ILO, 2017, Principle 44); diffusion of technology (OECD Guidelines, 2011, Ch. IX(2)); and
the building of local capacity (UNCTAD, 2015, p. 14). In addition to recommending a risk-based
due diligence for MNEs (OECD Guidelines, 2011, Ch. II (10)), the OECD Guidelines also provide
that MNEs refrain from seeking or accepting exemptions not otherwise contemplated in the
regulatory framework with regards to human rights (OECD Guidelines, 2011, Ch. II (5)), as a
mechanism to reduce possible adverse impacts.

Criteria used by host countries seeking to attract particularly desirable FDL'' A few examples of
types of projects and industries that certain host countries consider particularly desirable were
provided earlier, in the context of the quality-of-investment discussion. Net-benefit tests or
environmental and social impact assessments also provide pointers that are relevant in the context
of identifying sustainable FDI characteristics. Beyond that, the Thailand Board of Investment,
Australia’s Foreign Investment Policy and Namibia’s Investment Promotion Act 2016 mention the
enhancement of national competitiveness by encouraging research and development, innovation
and value creation in the agricultural, industrial and services sectors, small and medium-size
enterprises, fair competition, and inclusive growth (Thailand Board of Investment, 2018);
transparent regulation and supervision of investors as well as ensuring a fair return to the people
(FIRB, 2016); and the promotion of local linkages and increasing employment creation (Namibia
Investment Promotion Act, 2016, Section 14(d) - (g)).

Criteria used by home countries that support their firms investing abroad and that make such support
dependent on meeting certain conditions.'> The United States’ Overseas Private Investment
Corporation, the United Kingdom’s Department for International Development (including the
Commonwealth Development Corporation guidance for fund managers on respect for human rights)
and Proparco, the private sector financing arm of France’s Agence Francaise de Développement,
stipulate the following requirements: avoiding prejudice and discrimination and respect for human
rights (US Overseas Private Investment Corporation, 2017); promoting good health and nutrition

(UK Department for International Development, 2017); and respecting working conditions and the
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rights of workers (Proparco, 2018). Chinese Guidelines encourage MNEs to take into account the
impacts of their activities on the environment and to take measures to mitigate possible adverse
impacts (China Guidelines for Environmental Protection in Foreign Investment and Cooperation,
2013, Art. 9).

Standards of intergovernmental organizations."* The International Financial Corporation and the
Safeguard Policy Statement of the Asian Development Bank require the protection of community
health and safety (IFC, 2012) and environmental impact assessments and managing or minimizing
involuntary resettlements as specific safeguard requirements to be satisfied during project
preparation and implementation (Asian Development Bank, 2009). The Asian Infrastructure
Investment Bank’s Environmental and Social Policy Framework goes beyond the above to include
labour, gender equality, community engagement, and specific provisions on climate change (Asian
Infrastructure Investment Bank, 2016).

Voluntary global business codes of international business organizations.'* The International
Chamber of Commerce (ICC) Guidelines for International Investment and the Voluntary Principles
on Security and Human Rights mention (among others) the following: to educate, train, and
motivate employees to conduct their activities in an environmentally responsible manner (ICC,
2016, VII (1)(g)) and respect for human rights in security arrangements for projects (Voluntary
Principles on Security and Human Rights, 2011).

Voluntary standards of private institutional investors.'> Boston Common Asset Management,
ACTIAM and Domini provide for the promotion of economic development programmes that benefit
women, minorities or economically disadvantaged groups (Boston Common Asset Management,
2016); pollution controls and prevention of biodiversity loss (ACTIAM, 2017); and their
commitment to workplace safety (Domini, 2016).

Voluntary industry codes.'® The International Council on Mining and Metals’ Ten Principles for
sustainable mining, the Standard for Sustainable and Resilient Infrastructure, the Equator Principles,

and the United Nations’ Principles for Responsible Investment provide for minimizing involuntary
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resettlement and fair compensation (ICCM, 2015, Principle 3); environmental, social and
governance reporting (Equator Principles, 2013, 5-6); the lowering of greenhouse gas emissions
(SuRe, 2016, paragraph 3.1.1); and meeting expectations relating to environmental and social
governance issues for service providers (UN, 2006, Principle 4).

Voluntary company codes.'” The codes of Apple (US), BP (United Kingdom), Tata Motors (India),
China National Petroleum Corporation (China), and Petrobras (Brazil) provide for supply chain
control and standards (Apple Inc., 2017); responsible tax practices and avoidance of artificial tax
arrangements (BP PLC, 2016); the economic development of communities in host countries (Tata
Motors Limited, 2015, Core Principle 3); support for local industrial development and preferential
purchase and use of local products and services (China National Petroleum Corporation, 2018);
and the protection of labour rights (Petrobras, 2018).

Voluntary models and codes of non-governmental organizations (NGOs).'® For example, the
International Institute for Sustainable Development (IISD) Model Agreement on Investment for
Sustainable Development and the Amnesty International Human Rights Principles for Companies
mention the contribution to the development objectives of host countries (IISD, 2005, art. 11(c))

and promoting and upholding human rights standards (Amnesty International, 1998).

While the 150 instruments dealing with the relationship of host country governments and MNEs analyzed
for this article are not necessarily representative of the universe of instruments dealing with this relationship,
they do capture a wide range of instruments across key stakeholders in the FDI space. Therefore, they are
indicative of what seems to be emerging regarding the contributions international investors are expected to
make—or they themselves expect to make—to host countries. Moreover, many of the instruments in these
various categories were most likely formulated in the knowledge of similar instruments and, therefore, might
well build on each other to a certain extent. Finally, it should be noted that the instruments were not

“weighted”. In other words, for the purpose of this analysis, it does not matter whether a contribution was
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mentioned in, say, an IIA or an industry code, as the objective is to identify what principal stakeholders

regard as contributions to a host country’s development.

These contributions were subsequently grouped as “characteristics” (some representing an aggregation of
various more specific characteristics), as set out in Table 1, under the four dimensions of the definition of
“sustainable FDI”: economic development, social development, environmental development, and
governance, and for each of the stakeholder groups mentioned above. These dimensions and characteristics

do not reflect water-tight divisions. Indeed, many of them overlap and many are mutually inter-dependent. '’

Finally, it should be noted that the list of FDI sustainability characteristics emerging from this research is
deliberately characterized as “indicative”. The reason is that, determining what kind of commercially viable
investment makes a substantial contribution to the economic, social and environmental development of a
host country and takes place in the framework of fair governance mechanisms depends on a number of
variables. Most important among them are the development strategy pursued by a given host country and
the priorities it establishes, as well as the level of development of a host country, the sector in which an
investment takes place, the size of a project, and the underlying motivation for which a firm makes an
investment (market-, efficiency-, resource-, asset-seeking--(Dunning & Lundan, 2008)); moreover, the

impact of an investment might change over time.

To elaborate on the last two of these factors (and beginning with the first), each of the underlying
motivations of an investment can lead to more or less of an impact on the sustainable development of a host
country. In the case of market-, efficiency- and resource-seeking investment, for example, linkages can be
created and training can be imparted, even if this potential is likely to be considerable less extensive in the
case of efficiency-seeking FDI than in the case of market-seeking FDI. Even in the case of asset-seeking
FDI (and assuming it does not lead to a closure of a facility), the contribution of a continuing investment

can, potentially, be higher than it was in the past. In either case, furthermore, the strategy of the parent
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company and its behavior, as well as the policies of the host country, determine to a large extent the
contribution to sustainable development. This, in turn, draws attention to the temporal dimension of an
investment and its impact. Thus, in the case of a large-scale mining project, the governance mechanism
specified in the contract governing that project determines the distribution and nature of benefits accruing
to the investor and the host country even before an investment is being made. On the other hand, it may take
time to create linkages in the case of any new investment. The temporal dimension, furthermore, interacts
with the type of FDI: efficiency-seeking FDI may simply not stay long enough to have a sustained impact,

while FDI that remains in a host country for many years can be expected to have more of an impact.

Governments need to be aware of the various variables that influence the contributions that FDI can make
to the development of host countries, including the differentiated impact of the various types of FDI at the
time an investment is made and that this impact—and an investor’s underlying motivations and strategy—
can change over time. Hence, they need to tailor their expectations and policies accordingly, including by
pursuing policies that encourage investments to become firmly integrated into, and committed to, the host
country. At the same time, host country governments typically must consider trade-offs among various
characteristics. The classic trade-off has been employment and the generation of income for environmental
concerns, as one sees in the development of heavy oil sands or deforestation to establish agricultural
plantations. The viability of such tradeoffs for the future, however, is now in more doubt than ever if the

SDGs are to be met.

III. THE SUSTAINABILITY CHARACTERISTICS

The discussion of the research on FDI sustainability characteristics that follows goes beyond a simple

statistical analysis to understand the evolution of these characteristics in the broader context of the global

understanding of what sustainable development requires. Looking at in this context, the analysis suggests
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that the evolution of these characteristics broadly mirrors a similar evolution of global development and

environment policies.

Historically, global development policy manifested itself in the United Nations’ programmes adopted for
the Development Decades. Parallel to that, the discussion of environmental issues began with the 1972
United Nations Conference on the Human Environment. The UNCED’s Earth Summit in Rio de Janeiro in
1992, set out, for the first time, a global agenda on sustainable development, followed by the declaration of
the Millennium Development Goals (MDGs) in 2000 and the World Summit on Sustainable Development
in Johannesburg in 2002. In 2015, then, the United Nations General Assembly adopted the Sustainable
Development Goals. The adoption of the MDGs and SDGs merged the separate strands of development and
environment discussions and actions into the sustainable development agenda, a holistic set of economic,

social and environmental goals.

The FDI sustainability characteristics (see Table 1) identified in the research undertaken for this article
broadly show a similar trajectory over time, with economic and social characteristics now appearing more
frequently, and with more depth and texture, in the instruments reviewed. While they remain less

represented overall, the timelines show a direction towards this more holistic conception.

The quantitative analysis of the various instruments is summarized in Figure 1, “Matrix of sustainability
characteristics of FDL,” setting out the sustainability characteristics against groupings of instruments for

each of the dimensions of the sustainable FDI definition presented in this article. %

As an inspection of Figure 1 reveals, each of the four dimensions of sustainable FDI are strongly present in
the great majority of the instruments that were examined, either by way of a general or specific reference.
More specifically, at least two-thirds of the instruments of seven of the eight stakeholder groups mention

economic and environmental sustainability, and at least two-thirds of the instruments of all stakeholder
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groups mention the social and governance dimensions. The social, environmental and governance
dimensions receive particular attention, reflecting the evolution of the issue discussed at the beginning of
this section. In any event, this shows a high level of awareness and inclusiveness of the various dimensions

of sustainable FDI.

Moving from the level of the four dimensions of sustainable FDI to the more specific level of individual
sustainability characteristics, Figure 1 reveals that every one of the sustainability characteristics listed in
that figure is mentioned by at least three stakeholder groups and, therefore, could be part of an indicative
list of FDI sustainability characteristics. This may be helpful as, in the end, it is for stakeholders to decide
which characteristics are most important for them to advance sustainable development in the context of

specific projects.

Moreover, as Figure 2 suggests, it appears that, over time, additional characteristics have emerged and/or
have become more frequent. As indicated above, this broadly tracks the evolution of global policies on
development and the environment. This is particularly obvious for the environmental and social dimensions
of sustainable FDI, which have become more prominent—reflecting the overall trend of the increased
saliency of these issues in various instruments. Perhaps a surprising result is the attention given to

employment, local linkages and technology transfer in instruments published prior to 2000.

Going beyond this broad analysis, it emerges that there are a number of sustainability characteristics that
have 50 per cent or more coverage in at least four out of the eight categories of stakeholders/instruments.
For example, at least half of the instruments related to home countries, intergovernmental organizations,
private institutional investors, and companies mention the characteristic “low carbon footprint”. These
“common FDI sustainability characteristics”, which therefore can be seen as a core set of characteristics,

are the following:
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e Low carbon footprint

e Labour rights

e  Workplace safety

¢ Non-discrimination

e Human rights

e Resettlement

e Transparency

e  Supply chain standards

¢ Stakeholder engagement

Legal compliance.

Any stakeholder that would include any of these common sustainability characteristics in any of their
instruments could feel rather confident that these are widely accepted FDI sustainability characteristics. This
conclusion is bolstered by the fact that different types of instruments, relating to different stakeholders in
the field, include these common characteristics, meaning that these characteristics reflect not only the
interests of a limited group of stakeholders and, therefore, make the consensus about their desirability

stronger.

Beyond this group of common FDI sustainability characteristics, there are also a number of sustainability
characteristics that are labeled here as “emerging common FDI sustainability characteristics” (again in the
sense of being increasingly widely accepted). These are characteristics that are present in at least one-third
of the instruments examined in at least three of the eight categories of stakeholder instruments. For example,
33 per cent or more of the voluntary intergovernmental instruments, home country instruments and company
codes identify “local linkages™ as a desirable FDI characteristic. As can be seen from Figure 1, there are
quite a number of other sustainability characteristics that meet this threshold of being mentioned in at least

one-third of the instruments by at least three of the stakeholder groups.
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More specifically, these “emerging common FDI sustainability characteristics” are the following:

a. Economic

Employment
Local linkages
Community development

Equitable distribution of wealth

b. Environmental

Resource management
Pollution controls
Waste reduction
Biodiversity protection
Water

Renewable energy

¢. Social

Skills enhancement
Public health

Fair wages
Benefits
Indigenous rights
Gender

Cultural heritage protection

d. Governance

Anti-corruption
Risk-management systems

Environmental/social assessment.
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Interestingly, this threshold of one-third or more of the instruments by at least three of the stakeholder groups
is reached most frequently in the social and environmental sustainability dimensions, followed closely by
the economic dimension. Even this lower threshold indicates a relatively high awareness and broader

acceptance of certain FDI sustainability characteristics by various stakeholder groups.

What is also noticeable is that none of the FDI sustainability characteristics in the economic sustainability
dimension make it into the group of common sustainability characteristics (see Figure 1), though they figure
more prominently among the emerging common FDI sustainability characteristics. This may reflect the fact
that the instruments examined reflect, as discussed at the beginning of this section, a convergence of two
historic trends, namely the development and environment discussions. Environmental issues, as well as
governance and social issues, were particularly championed by developed countries and their civil societies
(including trade unions). Since most of the instruments in the FDI space traditionally have reflected the
views of developed countries and their civil societies, as well as the views of the business community,
economic development issues typically received only general attention. With developing countries

becoming more assertive, especially in the negotiation of IIAs, this picture is changing.

The general picture that emerges is of course influenced by a number of factors. To begin with, it needs to
be recalled that only a selected number of instruments was scrutinized. Examining the full universe of
instruments would likely yield additional characteristics and, therefore, a longer indicative list of FDI
sustainability characteristics. Furthermore, additional instruments may also lead to a more frequent
appearance of some of the characteristics already covered, potentially resulting in a higher percentage of
instruments containing these characteristics and, therefore, moving the classification of these characteristics
from, say, the 1-33 per cent range of coverage to the 34-66 per cent range. This is especially likely if
additional instruments were tilted more towards newer instruments, given the general trends shown in Figure

2. (But, of course, the opposite could also be the case--especially if additional older instruments were
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included in the analysis—namely, if these additional instruments were not to contain some of the
characteristics.) Finally, a number of the instruments examined are not of a general nature but rather issue
specific, industry specific or company specific. For example, the Voluntary Principles on Security and
Human Rights deal with safety and security principles that encourage respect for human rights and are
designed specifically for extractive sector companies. In these instances, certain sustainability
characteristics may not be relevant to the industries or companies involved and, therefore, skew the picture

in favour of one sustainability dimension or another.

This last consideration is particularly obvious if one looks at the three instruments adopted by the United
Nations on business and human rights, the ILO on social policy and the OECD on responsible business
conduct in general (see Figure 3). Among these three, the first two are subject specific (i.e., they deal,
respectively, with human rights and social issues), while the third one spans the entire range of expectations
that governments have vis-a-vis foreign investors, providing, in a sense, cross-cutting standards that
constitute a chapeau for various other standards. The most substantial overlap among these three instruments
can be found in the economic, social and governance dimensions. Importantly, the three instruments
together complement and supplement each other; they cover a wide range of sustainability characteristics;
and they are relatively strong, as they reflect a broad consensus among governments. Interestingly,
moreover, there is also a substantial overlap with the ICC Guidelines, suggesting a broad-based consensus
between governments on the one hand and the global business community on the other as regards the

contributions FDI and MNEs can make to sustainable development.

More generally, what emerges from this analysis is that there appears to be a remarkable overlap in the type
of contributions governments and intergovernmental agencies expect international investors to make to the
sustainable development of host countries on the one hand, and private sector stakeholders, especially MNEs
and business organizations, envisage themselves as making to the sustainable development of their host

countries on the other hand.*' These contributions typically go beyond “do no harm” and actually call for
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deliberate efforts on the part of foreign affiliates to make an active contribution to sustainable development.

Moreover, these expected contributions have become more specific over time.*

This suggests that, de facto, an international consensus seems to exist across a range of stakeholder groups
as to what sustainable FDI is, reflected in the (indicative) common and emerging common FDI sustainability

characteristics.

In addition, given the evolutionary trajectory of these characteristics, a number of the “emerging common
FDI sustainability characteristics” might well “graduate”, to become “common FDI sustainability
characteristics” themselves in a few years. This could occur when new instruments are being formulated,
including because new instruments most likely build on existing instruments, complement them or refer to
them.” Also, in light of the developments in the recent past and the saliency of the SDGs, it is quite possible
that, in the future, additional characteristics will be added, and existing characteristics will become (even)
more specific. It is also possible that there will be a broader movement regarding what might be called the
intensity of some characteristics, from voluntary to mandatory, as is already occurring in some sectors and

in relation to the national implementation of business and human rights standards.

In fact, the “common” and “emerging common” sustainability characteristics reflect what is already
contained in various instruments (i.e., what is current practice)—they are the result of a stock-taking. The
question needs to be raised whether, in light of the SDGs, one should think about what there should be
contained in such instruments, in a forward-looking manner, to help advance sustainable development. This
may become particularly relevant as countries pursue their national SDG priorities and, in their light, add
specific characteristics that are particularly important for them, such as hiring and skilling young people;
contributing to vocational skill training; establishing CO2 neutral foreign affiliates; negotiating (in the case
of large-scale investment projects) fair contracts;** paying a living wage; requiring fair tax payments; or

formalizing workers in enterprises linked through business relationships.
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In short, the consensus that seems to be emerging is strong, as it includes a wide range of stakeholders and

is underpinned by intergovernmental instruments that are based on a broad consensus of governments.

This convergence, in turn, could have a strong signaling effect for all stakeholders seeking to promote
sustainable FDI for sustainable development. By providing broad-based precedents and a common language
across stakeholder groups, the most widely accepted sustainability characteristics, in particular, give not
only guidance as to what is acceptable, but they also confer a certain amount of legitimacy on those
stakeholders that propose, use or promote them, especially if they are contained in widely accepted
international instruments endorsed by governments. It also constitutes a basis on which the interaction
between international investors and host countries can build, for example, in the case of countries with weak

legislation and in the negotiation of contracts.

CONCLUSIONS

Increased FDI flows to developing countries can make an important contribution to reaching the SDGs.
However, the issue is not only more FDI but more sustainable FDI, that is, investment that has certain
sustainability characteristics. The analysis in this article shows that there appears to be a broad set of
increasingly accepted characteristics of what constitutes sustainable FDI, with all stakeholder groups

showing a growing propensity to recognize them.

An indicative list of FDI sustainability characteristics constitutes a check-list that can help interested
parties—and especially the principal stakeholders in the FDI space—to determine what sustainable FDI is.
In fact, the very process of seeking to identify such characteristics can make an important contribution to
the international investment debate, including by highlighting particular desirable FDI. More generally, a

broadly accepted indicative list of FDI sustainability characteristics, constructed around the common and

22



emerging common FDI sustainability characteristics, gives direction to both legal and policy development

regarding the relationship between host countries and international investors.

At a time when the SDGs have become the lodestar for development policymaking, it is important for
national and international efforts in the investment area to contribute fully to the achievement of these Goals.
Helping to achieve the SDGs through sustainable FDI is a shared responsibility of the international
community, host and home countries and MNEs and, indeed, it is in their common interest. MNEs, in
particular, need to be aware about what is expected from them, especially when they undertake large-scale
foreign investment projects with significant impacts on host countries—in fact, ignoring this may jeopardize
their license to operate. An indicative list of FDI sustainability characteristics that are SDG-supportive
provides guidance for such efforts. Finding ways and means to promote the acceptance and use of the
sustainability characteristics is therefore an important challenge that will need to be addressed by the

principal stakeholders in the future.?

* Karl P. Sauvant (karlsauvant@gmail.com) is Resident Senior Fellow, Columbia Center on Sustainable
Investment, a joint center of Columbia Law School and the Earth Institute, Columbia University. Howard
Mann (howardlmann@gmail.com) is Senior International Law Advisor at the International Institute for
Sustainable Development. This article is a revised version of part of a paper by Karl P. Sauvant and Howard
Mann, “Towards and indicative list of FDI sustainability characteristics” (Geneva: ICTSD and WEF, 2017).
The authors are grateful to Ana Arias Urones, Nathalie Bernasconi, Xavier Carim, Emma De Koster, Felipe
Hees, Ting-Hsuan Kuo, Ana Novik, Caroline Rees, Githa Roleans, Lou Wells, and three anonymous peer
reviewers for their very helpful comments, and to Nandini Ravichandran and Thor Petersen for their
excellent research assistance and drafting support.

! In the United States, the Committee on Foreign Investment in the United States (CFIUS) screens mergers
and acquisitions that would result in the foreign control of US firms considered important in light of national
security concerns. See, US. Department of the Treasury, 2012.

? Interview with a staff of the Department for International Trade about the DIT Investment Playbook, an
internal non-published document setting out the operating principles for delivering FDI into the United
Kingdom.

3 An example of a fair governance mechanism concerns investment contracts, often concluded for large-
scale extractive industry, agricultural land and infrastructure projects. Typically in these situations, host
countries do not have the human or financial resources to negotiate in a manner that ensures that these
contracts are as good for them as they could be. Considering that such contracts determine the distribution
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of benefits between host countries and foreign investors for years (if not decades) to come, they are
invariably of key importance for advancing national development and, therefore, constitute an important
governance mechanism.

* One of these considerations is that foreign investors typically benefit from the protection of international
investment agreements and, in particular, have access to the agreements’ investor-state dispute-settlement
mechanism, a mechanism that can only be evoked by foreign investors and to which domestic firms do not
have access.

> Hence, an indicative list of FDI sustainability characteristics would also be of use to governments seeking
to encourage sustainable domestic investment.

® The list of instruments to consider in this context is vast. For example, there are over 3,000 international
investment agreements and considerably more than 100,000 MNEs (many of which have corporate social
responsibility statements), and many host countries have laws/regulations and/or other instruments that bear
on international investors and their contributions to national economies. To keep the list of instruments to
be examined manageable, the focus was on recent and important instruments, and at times a judgment
needed to be made to determine which instruments were most appropriate for the analysis. (See also further
explanations below.) It cannot be said, therefore, that the 150 instruments examined are representative of
the universe of such instruments. (For a listing of these instruments and a more detailed description of the
methodology used, see Sauvant & Mann, 2017, Annexes Il and III.) Hence, the lists of common and
emerging common sustainability characteristics is described as “indicative” in the text. Of the 150
instruments, 101 are linked to governments, 47 to the private sector and 2 to NGOs.

’ There are over 3,000 such agreements. For the analysis for this article, 44 treaties were examined, including
all full-text English-language treaties between February 2015 and June 2017 that were available (as of June
2017) on the UNCTAD website (Investment Policy Hub). For the purpose of this analysis, no distinction
was made as to whether a characteristic is contained in the preamble of a treaty or the text itself. However,
a distinction was made between the general recognition of a characteristic, for example, the need to protect
the environment, and more specific expressions of a characteristic, for example, the need to reduce
greenhouse gas emissions.

¥ The principal instruments in this area are mentioned in the text. However, for the analysis for this article,
15 such instruments were examined.

? It should be noted that the Guidelines (while voluntary) are backed up by the Investment Declaration and
a OECD’s Council Decision that creates legal obligation to create National Contact Points.

10 This note also briefly discusses the OECD’s Due Diligence Guidance.

' Many countries have laws and regulations referring to contributions that international investors can make
to the national economy. Six host countries were selected from among developed countries, seven from
Asian countries, five from African countries, and two from Latin American countries, for a total of 20.

'2 Not many home countries have such conditions in place (Sauvant et al., 2014). Thirteen such standards
were examined.

'3 Nine such standards of leading intergovernmental organisations/institutions were examined, including the
standards of the regional development banks and those of the International Finance Corporation, the
Multilateral Investment Guarantee Agency, the World Bank, and the Global Compact.

' Four such codes were examined, including the “Guidelines for International Investments” of the
International Chamber of Commerce, the most comprehensive of these codes.

' The list of the top 20 active signatories of the Principles for Responsible Investment (PRI—as identified
in its Annual Report 2016) served as the basis of the analysis. The PRI are internationally recognized
principles for responsible investments; among its signatories are leading asset owners and assets managers.
While the PRI represent an independent effort, they are supported by two United Nations agencies: the
United Nations Environment Programme Finance Initiative and the Global Compact. Given its universal
recognition among institutional investors, the PRI were used as a frame of reference to identify the four
most active institutional investors with specific standards with regards to responsible investment for this
article.
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' Fourteen such codes were reviewed, based primarily on the list of the instruments and initiatives compiled
for the updating of the OECD Guidelines for Multinational Enterprises, as included in a resource document
compiled by the OECD (OECD, 2012).

'7 The global codes of 25 MNEs (12 headquartered in developed countries, 12 in developing countries, and
one in an economy in transition) were examined, based on the following two UNCTAD lists: “The world’s
top 100 non-financial MNEs”, ranked by foreign assets, 2015; and “The top 100 non-financial MNEs from
developing and transition economies”, ranked by foreign assets, 2014, available from UNCTAD’s website
http://unctad.org/en/Pages/Home.aspx. The companies on these lists were compared against the members
of the World Business Council for Sustainable Development and the members of the UN Global Compact,
as these members are leaders on issues relating to sustainable development. In the end, the top five
companies from each of North America. Latin/South America, Europe, Asia, and Africa were selected for
review of their global corporate social responsibility/sustainable development policies.

'8 The two principal models of this stakeholder group were examined, including the “Model International
Agreement on Investment for Sustainable Development” prepared by the International Institute for
Sustainable Development.

' Human rights issues form a more unique challenge for categorization purposes, given a broad overlap in
many instances between human rights and social, economic and environmental development. Labour rights
are human rights, as is non-discrimination, the right to fair wages, indigenous people’s rights, gender
equality rights, and various rights related to resettlement and cultural heritage, the right to a clean
environment, to economic development, and so on. In addition, human rights due diligence mechanisms
have to cover many issues outside the human rights listed here. At the same time, not all of the sustainability
characteristics fall within a human rights framework. On the other hand, those who approach responsible
investment issues starting from a human rights perspective generally rely on a different type of
categorization in their analyses, often-time more legally based than based on a sustainable development
analysis. But these approaches are not in any type of competition. Thus, and bearing in mind that the
categories used here are not meant to suggest water-tight divisions, these analyses are complementary and
hopefully mutually supportive.

% In delineating the groupings for the quantitative analysis reflected in the subsequent tables, the two
instruments prepared by NGOs were not included. The reasons are twofold: for one, there are only
two broadly based NGO instruments; adding in more specific instruments would be a very broad
exercise. Second, non-business NGOs are generally strongly supportive of the SDGs and, if anything, urge
that foreign investors make a maximum contribution to the advancement of the SDGs (although they may
focus on the subject matters of specific interest to them). Casting a broad net, therefore, would have risked
distorting the findings from other instruments. The results reported here demonstrate empirically the
growing extent to which all stakeholders engaged in this area are adopting instruments that increasingly
reflect what might previously have been seen to be simply NGO positions. Furthermore, it should be noted
that, in undertaking the analysis of the instruments, it might well be that some sustainability characteristics
were overlooked in some of these instruments. If this should have occurred, it would make the results more
robust.

21Tt is possible that the result, as far as MNEs are concerned, is influenced by the selection of the firms
involved, namely firms that are among the largest MNEs world-wide (measured by their foreign assets) and
that, by virtue of being members of the World Business Council for Sustainable Development and/or the
United Nations Global Compact, are leading-edge companies as regards attention being paid to
sustainability issues.

22 Not every characteristic may be relevant for every stakeholder group, or some may be more relevant for
some than for others, but some may be relevant for all (e.g., the observance of human rights). This reality is
part of the observation that one size does not fit all, but rather depends on a number of factors mentioned in
the text.
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2 See, for example, the reference to the ILO Declaration in the Investment Promotion and Protection
Agreement between the Government of the Kingdom of Morocco and the Government of the Federal
Republic of Nigeria, 2016.

** While there are some institutions that help developing countries negotiate such contracts—especially the
African Legal Support Facility (https://www.afdb.org/en/topics-and-sectors/initiatives-
partnerships/african-legal-support-facility/), the CONNEX Support Unit (http://connex-unit.org) and the
International Senior Lawyers Project (http://islp.org)--the need for negotiation support has not yet been
widely recognized.

2 One opportunity where this could be done is during the structured discussions taking place in the WTO,
aimed at developing “a multilateral framework on investment facilitation”. See, WTO, 2017; Hees &
Mendonga Cavalcante, 2017; Berger, 2018.
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TABLES

Table 1. The dimension of sustainable FDI and their sustainability characteristics

Characteristic®

Economic dimension »  Employment’

»  Local linkages®

* Technology transfer!

= Infrastructure®

»  Community development’

»  FEquitable distribution of wealth®

» Tax accountability"

* Promote research & development (R&D)'
Environmental dimension *  Resource management

»  Pollution controls*

* Low carbon / greenhouse gases (GHG) footprint'
»  Waste reduction™

»  Biodiversity protection”

* Climate change®

= Water’
»  Renewable energy’
Social dimension = Labour rights"

= Skills enhancement’

»  Public health'

*  Workplace safety"

* Non-discrimination"

v Fair wages"

»  Benefits"

* Human rights’

» [ndigenous rights*

*  Gender™

= Resettlemen

»  Cultural heritage protection / diversity”

Governance dimension * Transparency™

* Local management™

=  Supply chain standards"

»  Consumer protection®®

» Stakeholder engagement"

»  Anti-corruption”

* Legal compliance’

»  Risk management Systemskk

* Environmental management systems'

»  Environmental impact assessment / social impact
assessment™

*  Human rights due diligence

= Corporate governance®

Source: Independent research conducted for this article.

tbb

nn

3Bolded characteristics are common characteristics and italicized characteristics are emerging common characteristics, as defined
in the text below.
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bjob creation in the host country.

Linkages with the local economy, such as procurement from local suppliers.

dIncludes provisions that require MNE:s to transfer technology to the host country, domestic partners in the host country etc.
€Obligations on MNEs to develop / build infrastructure in host countries.

fRelating to commitments by MNEs to provide financial or other support for the development of communities in a host country.

8Includes, for example, references like in Paragraph 42 of the ILO MNE Declaration: “Governments, especially in developing
countries, should endeavour to adopt suitable measures to ensure that lower income groups and less developed areas benefit as
much as possible from the activities of multinational enterprises.”

" Including, for example, the obligation of MNEs to comply with tax laws or to prevent tax avoidance.

iRelating to commitments by MNEs to undertake research and development activities in the host country.
JRelates to the conservation of resources or other preservation techniques for the protection of resources.
KIncludes obligations on MNEs to undertake their activities with due regard to reducing pollution etc.
lReducing emission of greenhouse gases / carbon emissions.

Mncludes reducing waste generation as well as management of disposal of waste.

Mncludes protection of natural habitats, species and other biodiversity.

OIncludes climate change related adaptation plans.

PIncludes water pollution control, but also water uses, water allocation and water quantity issues, including ongoing technology
processes to minimize water use on a continuing basis.

AIncludes, among other things, the use of renewable energy in products and services or promotion of use of renewable energy in
its activities.

Includes, among others, freedom of association and the effective recognition of the right to collective bargaining; the elimination
of all forms of forced or compulsory labour; and the effective abolition of child labour.

SIncludes, among others, skills development of workers so as to allow them to access better work opportunities.

tRelates to all aspects of the health of communities and commitments on the behalf of MNEs to adhere to laws relating to
protection of health of communities in a host country.

URelates to health and safety of workers.

VRelates to commitment by MNEs to undertake their activities in a non-discriminatory manner etc.

WIncludes obligations to pay minimum wages according to national laws, fair wages according to international conventions etc.
XIncludes pension plans, other employee and social security benefits.

YIncludes adhering to international human rights standards.

ZIncludes issues such free, prior and informed consent of indigenous communities.

AIncludes issues relating to women participation in community engagements, equal opportunities to participate in the workforce,
access to land rights, specific problems associated with women’s access to utilities, etc.

bbry addition to aspects relating to the minimization of resettlement, this characteristic also includes other important elements
about how to do so, establishing compensation levels, whose responsibility it is, etc.

CCRelates to protection / preservation of local culture, cultural artifacts etc.

dd[ncludes aspects related to disclosure of information (relating to tax payments, supply chain due diligence, contracts, corporate
governance practices, human rights, etc.) by MNEs.

€€Includes, for example, the presence of local management and references such as the one contained in Art. 12(2) of the Peru-
Japan Free Trade Agreement that provides: “A Party may require that a majority of the board of directors, or any committee
thereof, of an enterprise of that Party that is a covered investment, be of a particular nationality, or resident in the territory of the
Party, provided that the requirement does not materially impair the ability of the investor to exercise control over its investment.”

fincludes aspects relating to sustainable and responsible business practices vis-a-vis ethics, labour, health, and safety, diversity,
and the environment for supply chains of MNEs.

88Includes, for example, no false or misleading advertisements.

hhppcludes consultations with communities® related aspects.

lincludes compliance with corruption related laws, provisions against bribery of public officials etc.
JiRelates to compliance with the laws and standards promulgated by host countries.

Kkincludes, for example, Honda’s Risk Management Policy (Honda is one of the companies reviewed in this research), which
includes, e.g., aspects such as risk analysis and risk management structures within the group.
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IRefers to ongoing management frameworks for handling any environmental issues related to an investment or project.
MMA gsessment procedures/framework mandated for investment or projects at inception.
M[pcludes processes to identify, prevent and address impacts on human rights.

0%Includes aspects such as transparency, accounting practices and corporate accountability. Does not include aspects related to
board processes or executive compensation.
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FIGURES

Figure 1. Matrix of sustainability characteristics of FDI: by (a) economic, (b) environmental, (¢) social
and (d) governance dimension, group of instruments and characteristic
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b. Environmental dimension of sustainable FDI
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¢. Social dimension of sustainable FDI
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d. Governance dimension of sustainable FDI
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Source: Independent research conducted for this article.

aBolded characteristics are common characteristics and italicized characteristics are emerging common characteristics, as defined
in the text below. “Key” refers to the percentage of instruments that mention a given characteristic. “General reference only” refers
to a situation in which an instrument contains only a reference to, for example, the promotion of economic development—a general
reference. “General and specific indicators” refers to a situation in which an instrument contains a reference to, for example, the
promotion of economic development and, in addition, specifies, for example, the creation of local linkages. “General or specific
indicator” refers to a situation in which an instrument contains either a general reference or a specific reference; this indicator is
therefore the most comprehensive one.
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Figure 2. Matrix of sustainability characteristics of FDI, by (a) economic, (b) environmental, (¢) social
and (d) governance dimension and characteristic, over time*
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¢. Social dimension of sustainable FDI

d. Governance dimension of sustainable FDI
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Source: Independent research conducted for this article.

2 This analysis excludes all company codes because most do not identify the date of publication. Similarly, Proparco (a home country
standard) and Domini (a private investor standard) are excluded because they do not identify the date of publication. Because nine
of the ten United Nations Global Compact principles were adopted in 2000, this year is used for that standard. The ICMM Ten
Principles revision date of 2015 is utilized. “Key” refers to the percentage of instruments that mention a given characteristic.
“General reference only” refers to a situation in which an instrument contains only a reference to, for example, the promotion of
economic development—a general reference. “General and specific indicators” refers to a situation in which an instrument contains
a reference to, for example, the promotion of economic development and, in addition, specifies, for example, the creation of local
linkages. “General or specific indicator” refers to a situation in which an instrument contains either a general reference or a specific

reference; this indicator is therefore the most comprehensive one.

b Bolded characteristics are common characteristics and italicized characteristics are emerging common characteristics, as defined

in the text below.
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Figure 3. Matrix of sustainability characteristics of FDI: three intergovernmental instruments, by (a)
economic, (b) environmental, (c) social and (d) governance dimension and characteristic®
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¢. Social dimension of sustainable FDI

d. Governance dimension of sustainable FDI
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Source: Independent research conducted for this article.

2 Bolded characteristics are common characteristics and italicized characteristics are emerging common characteristics, as defined
in the text below. “Key” refers to the percentage of instruments that mention a given characteristic. “General reference only” refers
to a situation in which an instrument contains only a reference to, for example, the promotion of economic development—a general
reference. “General and specific indicators” refers to a situation in which an instrument contains a reference to, for example, the
promotion of economic development and, in addition, specifies, for example, the creation of local linkages. “General or specific
indicator” refers to a situation in which an instrument contains either a general reference or a specific reference; this indicator is

therefore the most comprehensive one.

b United Nations Guiding Principles on Business and Human Rights.
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