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Session 1: Trade and investment linkages: Theory and Recent Evidence 
 
Following a welcome message by Mr. Xuan Zengpei, Director, Trade and Investment 
Division, UNESCAP, Mr. Santi Chaisriwatsuk, Director, CIEDS, NIDA, Thailand gave an 
introduction to the theory and literature on trade and investment linkages, as well as 
provided an overview of foreign investment flows in the region. He then discussed the 
results of an on-going ARTNeT study looking at the interactions between bilateral imports, 
exports and foreign direct investment (FDI) flows. 
 
Session 2: Trade and investment linkages: Sectoral Evidence in Developing Countries 
 
In Session 2, Ms. Rashmi Banga, UNCTAD India discussed the impact of trade 
liberalization on FDI in Indian industries, finding that trade liberalization indeed had a 
positive impact on FDI, with FDI attracted to firms with relatively newer assets and already 
involved in import-export. Ms. Siew Yean Tham, Deputy-Director, IKMAS, National 
University of Malaysia focused on trade and investment linkages in services and presented 
the main barriers to trade and investment in higher education services, identified through a 
survey of service providers in Malaysia. 
Mr. Tulus Tambunan, Director, CISMES, Universitas Trisatki, Indonesia focused on trade 
and investment policy reforms and their effect on the development of small and medium 
sized enterprises (SMEs), arguing, based on an extensive review of the literature and a case 
study of the development of a manufacturing cluster of SMEs in Indonesia, that 
liberalization should be accompanied by specially designed SME development schemes to 
support long-term capacity building of these enterprises. He identified the following 
research questions: 
 
Mr. Josef Yap, President, Philippine Institute of Development Studies, in his remarks on the 
papers presented in the session, highlighted the existing dichotomy between the domestic 
and export sectors in the Philippines, suggesting that the dichotomy needed to be addressed 
through targeted domestic policy initiative to limit the raise of within-country inequalities, 
which seem to be affecting most developing countries in the region. Mr. Biswajit Dhar, 
Professor and Head, Centre for WTO Studies, Indian Institute of Foreign Trade, New Delhi, 
and ARTNeT Advisor on WTO and Trade and Development, highlighted the limitations 
associated with econometric studies such as the ones presented by Mr. Santi Chaisriwatsuk 
and Ms. Rashmi Banga, explaining that data was generally very limited and highly 
aggregated, in particular data related to FDI and trade in services. He also raised the issue of 
definitional differences between investment and FDI. 
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Session 3: Trade and Investment Policy Coordination: Evidence from Developing 
Countries 
 
The session started with a presentation by Mr. Dilli Raj Khanal, Chairman, IPRAD, Nepal 
on trade and investment linkages in Nepal and the impact of liberalization on productivity. 
His study revealed that liberalization positively affected exports and, to a lesser extent, FDI, 
but did not lead to productivity increases, i.e., growth was generated only through additional 
capital and labour. 
Mr. Debapriya Bhattacharya, Executive Director, CPD, Bangladesh and Mr. Deshal De 
Mel, IPS, Sri Lanka presented findings from their case studies of trade and investment 
policy coordination in Bangladesh and Sri Lanka, respectively, in particular results of 
exploratory private sector surveys on the need for trade and investment policy coherence. 
They suggested that non-trade policy concerns (e.g., security, basic infrastructure) were key 
barriers to the further development of trade and investment in these countries. The 
importance of trade policy, particularly its predictability (as opposed to uncertainty), in 
developing a conducive investment environment was acknowledged, as well as the need to 
focus on implementation issues (rather than the policies themselves). Mr. Sirisamphan 
Vorachit, Deputy Permanent Secretary, Ministry of Industry and Commerce, Lao PDR 
concluded the presentations in that session with an overview of the trade and FDI in his 
country and explaining existing coordination mechanisms put in place by his government.
Mr. Jingjai Hanchanlash, Chairman, Greater Mekong Subregion Business Forum, 
commented on the presentations agreeing that coordination between trade and investment 
policies was important but generally lacking. He pointed out that the issues of coordination 
and coherence between trade, investment, and other policies were not addressed properly as 
government agencies have narrow views of their mandates and did not see the need for 
coordination. He suggested that, for example, it would be important that strong 
coordination/coherence exist between all investment policies themselves, as currently FDI 
was generally managed by Boards of Investments while portfolio investments were 
managed by Ministries of Finance - and exchange rates by Central Banks - , with not 
enough efforts to coordinate these closely related areas. He also noted that private sector 
views needed to be better taken into account when developing policies, arguing that the 
private sector itself had a responsibility in the lack of communication with the government 
as it lacked organization – possibly due to the conflicting views of different private sector 
participants, e.g., between the producers focused on the local market and those focused on 
exports.  He concluded that it was important that the government ensure that it received 
input from a representative set of private sector participants, as larger firms tended to be 
more organized and able to communicate their views than SMEs.
 
 
Session 4: Trade and Investment Policy Coordination: Evidence from Preferential 
Trade Agreements 
 
Mr. Nagesh Kumar, Executive Director, RIS, India presented his study on investment 
provisions in regional and other preferential trade agreements in Asia and the Pacific, 
finding that an increasing proportion of Asian RTAs included investment liberalization. 
However, the exploitation of the full potential associated with industrial restructuring (e.g., 
through regional production networks) was still prevented by various trade and investment 
rules at the national level. 
Mr. Pierre Sauve, Senior Research Fellow, NCCR-Trade Regulation, Switzerland, and 
ARTNeT Advisor on Investment, commenting on Mr. Kumar’s presentation, argued that the 
fact that developing countries refused multilateral investment rules but accepted to negotiate 
on possibly more stringent and less favourable bilateral rules was paradoxical. One reason 
may be that the attitude of countries toward FDI may be changing rapidly as the region was 
witnessing an increase in outward FDI flows (to developed countries). Mr. Wisarn 
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Pupphavesa, Advisor, Thailand Development Research Institute provided more information 
on the way ASEAN was proceeding in its initiative to liberalize trade and investment (e.g., 
including through schemes the ASEAN Common Effective Preferential Tariff (CEPT) 
scheme). He commented that establishing common minimum standards on investment 
would be useful at the regional level. 
An impediment to making progress on investment rule making in regional or other 
agreements is the conceptual problem associated with various forms of investments and the 
need to for rule to be tailored on a sectoral basis. The fact that national actions on MFN 
basis may be compromised through bilateral and RTAs was raised as an issue of particular 
concern. It was also suggested that the study should explore whether the investment 
provisions in Asian RTAs were simply “cut and pasted” from developed countries 
agreements or whether some original investment provisions had been developed in recent 
RTA negotiations in the region. 
 
 
Session 5: Towards and Beyond Trade and Investment Policy Coherence 

 
Michael Gestrin, Senior Economist, OECD, presented the OECD Policy Framework for 
Investment (PFI) to the meeting, highlighting its wide scope and focus on overall policy 
coherence. This was followed by a presentation by Hien Thi Minh Nguyen, Ministry of 
Planning and Investment, Foreign Investment Agency, Viet Nam on Viet Nam's Practices in 
Investment-related Policy Formulation and how Viet Nam was implementing some of the 
core principles proposed by the PFI. Mr. Roy Nixon, Manager, Investment and Compliance 
Unit, Foreign Investment and Trade Policy Division, the Treasury, Australia discussed the 
interest of Australia in the PFI as it could be used to develop a better understanding of why 
reform may be needed in this area and the various actors that needed to be involved to make 
progress. He stressed that to be successful, reform would need to be internally driven and 
that the PFI may be a good basis for self-assessment exercises to foster dialogue and build a 
sense of ownership among the stakeholders and agencies involved in improving the 
investment environment at the national levels. 
Marinus W. Sikkel, Chief, Investment and Enterprise Development Section, TID, ESCAP, in 
his remarks, highlighted the need for countries to improve coordination and coherence 
between trade, investment and domestic policies as coherent and holistic policy frameworks 
were necessary to enable enterprises to join regional and global production networks and 
benefit from globalization. While traditional trade and investment policies remain 
important, the PFI highlighted a number of related policy and regulatory areas in which 
reform may lead to improvement of competitiveness. Regional initiatives in these areas 
would usefully complement the ones at the national level. 

 
Seong-Bong Lee, Korea Institute for International Economic Policy, presented a number of 
initiatives launched by the Republic of Korea to facilitate Korean SMEs’ presence in 
regional and global markets (and participation in outward foreign direct investment). 
Rashmi Banga, UNCTAD India then provided an overview of the outward foreign direct 
investment (OFDI) activities of Asian countries. She explained that increased OFDI, 
particularly from India, could be attributed to increased market access, FDI inflows, access 
to technology, higher levels of education, but also to the lack of infrastructure and 
unpractical labour policies at home. However, drivers of OFDI may differ in significance in 
different sectors and detailed and separate analyses are therefore required for explaining 
OFDI in various manufacturing as well as services sectors. 
Jay Menon, ADB Institute, in his remarks on the presentations in the session, focused on the 
widespread concern that China had become a formidable competitor with ASEAN for FDI 
and was pinching FDI from ASEAN. He indicated that evidence was mixed, with China 
actually becoming a significant investor in ASEAN as evidenced by recent OFDI flows. 
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Session 6: Emerging Policy Research Questions – Toward a Research Agenda on 
Trade, Investment and Policy Coherence for ARTNeT Phase II 
 
This session was facilitated by Mr. Supperamaniam Manickam, Former Malaysian 
Ambassador to the WTO and Advisor to the Federation of Malaysian Manufacturers. 
 
Pierre Sauve presented his analysis of the various factors affecting the prospects for a 
multilateral framework on investment. He concluded that the prospects were limited at best 
as even the private sector lacked motivation for such a framework and that it was likely that 
investment rules would continue to be made through PTAs and Bilateral Investment 
Treaties (BITs). Mr. Aaron Cosbey, Senior Project Advisor, IISD then presented the IISD 
Model International Agreement on Investment for Sustainable Development, a relatively 
detailed proposal for a multilateral framework on investment focusing on balancing the 
rights and obligations of both the foreign investors, the host state, and the home state – most 
BITs focus on the rights of the investors and the home states, rather than their obligations. 
While the IISD Model was found very informative and useful to raise awareness among 
stakeholders and negotiators, there was broad agreement that a legally binding or 
enforceable multilateral framework on investment was unlikely to emerge, particularly if it 
was to include such complex soft issues as governance and corporate social responsibility 
issues. 
 
There was general agreement that research on trade, investment and policy coherence in 
Phase II was relevant. Within that theme, the following set of research questions emerged: 

• How does the impact of trade and investment liberalization change in different 
domestic policy environments? 

• What policy conditions may be necessary to ensure that trade and investment 
liberalization and facilitation effectively contribute to sustainable development and 
inclusive growth? 

• What inputs go into trade and investment policy making? What institutions are 
involved and how are they organized? What institutional policy coordination 
mechanisms are in place and how effective are they?  

• With the emergence of global supply chains / regional production networks, where 
should countries at different stages of development position themselves? What kind 
of trade and investment policy framework is most appropriate at different stages of 
development? 
o Has investment liberalization/or elimination of “local content” regulation 

stimulated or, on the contrary, weakened subcontracting practices? Is there any 
inconsistency between existing investment law and subcontracting law in 
practice? 

• What are the differential effects of trade and investment policies on firms depending 
on their size? How do the needs of firms differ depending on size? How can views of 
smaller firms be better taken into account (institutional issue)? 

• Which non-trade policy concerns are most important for development of a conducive 
trade and investment environment, particularly for SMEs? Are post-establishment 
concerns different form pre-establishment concerns (and to what extent)? Is it 
beneficial for developing countries to offer more incentives to foreign investors than 
to their own domestic investors (possibly creating a more pronounced dichotomy 
between domestic and export sectors)? 

• Is the technology being transferred and is it the right technology [issue of quality of 
FDI]? How dangerous is a country’s dependence on FDI from one or a few countries 
and what may be done to address the issue through policy? 
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• To what extent can an increase in trade between partners in a bilateral 

FTA be attributed to that agreement (e.g., the Indo-Lanka FTA seems to have been 
effective in generating trade, but is the FTA the main reason for the increase in 
trade?) 

• What drives the development of often non-standard and complex rules of origin in 
PTAs and can workable solutions be found to simplify and standardize RoO? Do 
RoO affect FDI? 

• How are investment chapters in PTAs linked and coordinated with BITs? Do 
provisions conflict? In the case of a dispute, which takes precedence? 

 
It was pointed out that a major problem facing researchers was the dearth of quality and 
reliable data, such that many of the studies conducted globally excluded some developing 
countries, particularly least developed countries, because of unavailability of data. As part 
of its capacity building mission, there was agreement that ARTNeT should facilitate 
collection and management of relevant data sets, to the extent possible and subject to 
availability of funds. 
 
The emerging consensus was that the type of research that should be promoted by ARTNeT 
should be characterized by the following 

• Comparative case studies (country level or industry level) to derive regional 
implications and ensure LDCs (where limited data is available) are included in the 
analyses. 

• Sectoral analysis, particularly when dealing with services and investment. 
• Collection of primary data, including from private sector 
• Consultations with relevant government agencies in planning stages of research 

 
In terms of sectoral focus, there was agreement that the knowledge gap seemed to be most 
significant in services and that, in the context of ARTNeT, that trade-support services 
sectors (e.g., transport/logistics, finance, telecommunications) were most important. 
 

……………… 


