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The International Council of Chemical Associations (ICCA) is an organization of leading trade associations representing almost 80% of chemical manufacturers worldwide. World chemical industry production exceeds US$1.7 trillion annually, and nearly one-third of this production is traded internationally.  

Introduction

Chemicals are an intensely competitive and increasingly globalized industry.  Foreign direct investment (FDI) in the chemical industry and trade between parent firms and their subsidiaries is of growing importance to the sector and a key element of corporate strategies to respond to the challenges of global economic integration. 

FDI has a positive impact on growth, development, productivity and competitiveness.  Host countries of FDI benefit from the transfer and use of technology, the creation of new market opportunities and a greater integration in the international division of labor, which increases competition, innovation and capital formation.

Consequently, the chemical industry has a pragmatic interest and economic stake in the establishment of a multilateral, transparent, balanced and rules-based investment regime that benefits all WTO members regardless of their level of economic development.  Without international binding rules on liberalization and protection of FDI, investment, resources, and trade cannot be optimally allocated on a global basis, thereby impairing the development of the world economy.

ICCA supports the establishment of a binding multilateral legal framework for investment (“the instrument”) within the WTO that would provide for the highest possible standards of liberalization and protection and for clear, transparent and predictable rules.

A Multilateral Framework for Foreign Direct Investment

In facilitating FDI and in increasing transparency, the instrument must limit its focus strictly to investment-related issues and should prohibit the extraterritorial effects of national laws.  An agreement on investment must not be used to apply disguised protection.

. 

ICCA believes that a multilateral investment instrument should address the following:

Definitions:  The instrument must define the concepts of "investment" and "investor" broadly to cover the various means of establishing a commercial and financial presence in third countries and the numerous types of assets that are transferred to the host countries. 

Liberalization: The instrument must provide for the highest possible standards of liberalization. Such standards should include the entry and establishment of foreign investment and investors’ rights to freely operate and expand their investments according to the rules contained in the instrument. The free movement and employment of key personnel should also be guaranteed. In addition, it should contain a rollback mechanism, gradually narrowing and removing existing restrictions. A standstill clause is not sufficient. 

Most-favored nation clause (MFN) and national treatment: The instrument must provide for a most-favored nation clause, prohibiting the host countries from discriminating between foreign investors and for the obligation to treat foreign investments and investors in a no less favorable way than domestic ones. 

Protection of investments: The instrument should establish minimum standards of protection of investments. These include the right of repatriation of profits, dividends, royalties and other fees and prompt and adequate compensation in case of expropriation or nationalization, which should remain exceptional measures taken in accordance with the applicable law. 

Performance requirements: The instrument must prohibit any requirements to be met by foreign investors and their personnel, such as: 

· Compulsory local content and domestic sales

· Import prohibitions, quotas and other restrictive measures

· Compulsory export performance

· Compulsory foreign currency earning targets

· Compulsory exchange restrictions, transfer of capital, interests, dividends

· Compulsory local equity

· Any form of compulsory transfer of technology. 

Environmental standards: Countries should not be allowed to lower environmental standards in order to retain or attract investment. 

Reservations, exceptions and derogation: In order to avoid undermining the objectives of a multilateral instrument on FDI, the rights of reservations, exceptions and derogation must be defined and exercised narrowly. They may be based on national considerations but must be non-discriminatory and transparent. 

Dispute settlement: An efficient and expedient dispute settlement mechanism should be established to address disputes related to the implementation of the instrument. The instrument should establish provisions for both state-to-state and investor-to-state dispute settlement.

Investment and Sustainable Development

International organizations should consult and cooperate in advancing mutually supportive goals of economic, social, environmental and health improvements worldwide.  ICCA, in its support for trade and investment negotiations within the WTO, advocates full and open consultations with all stakeholders.

The ICCA strongly supports sustainable development and is convinced that liberalized trade and effective environmental protection are, or need to be made, mutually supportive.  Access to the best technologies through FDI can be a crucial element of sustainable development.  It is our firm belief that liberalized trade, and the FDI integral to that trade, can be key contributors to sustainable development.  

The Responsible Care® initiative, adopted by the chemical industries of 46 countries, is the chemical industry’s commitment to continual improvement in all aspects of health, safety and environmental performance and to openness about its activities, achievements, plans and targets.  ICCA considers Responsible Care® to be compatible with sustainable development and urges all current and future members of the WTO actively adopt and practice codes of management practices that are consistent with the Responsible Care® initiative of ICCA.  Responsible Care® features implementation provisions that respect and adapt to cultural and legal differences and the varying needs of nations.  It does not impose a single approach to implementation, only to the ethic itself.

The ILO Declaration of Fundamental Principles and Rights at Work reflects the international emphasis on labor standards.  ICCA fully supports the WTO Singapore Ministerial Declaration that commits the WTO to the observance of internationally recognized core labor standards and recognizing the ILO as the competent body to set and promote these standards.  ICCA believes that economic growth and development fostered by increased trade liberalization contribute to the promotion of these standards.  A multilateral agreement on investment should reference the need for the WTO and ILO Secretariats to continue their existing collaboration and the relevant ILO labor standards to be adopted by host countries. 

For an electronic version of this and other ICCA positions on trade, please visit the ICCA web site at www.icca-chem.org
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