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The risks of foreign investiment

General

Foreign investiment can bring benefits to the economies of developing countries and to some of the poorest comunities in those coutries. Foreign investiment into the clothing industries of coutries such China, Bagladesh, Cambodia and Lesotho has provided new proportion of which have been women from poorer families (UNCTAD 2002).

Yet is wrong to assume that foreign investiment is always beneficial. As the case studies below demonstrate, foreign investment can also cause great damage to the rights and livelihoods of vulnerable communities. In most of these case studies, governments have failed in their duty to protect their people from the negative impacts of foreign investment-either through allowing new projects in areas which had previously been closed to foreign investors, or by ignoring local communities´ rights to food, land and self-determination.

ActionAid believes that the proposed WTO investment agreement would make this situation worse, rendering it more difficult for governments to regulate foreign agreement under ever greater pressure to open up more sectors of theire economy to multinational corporations. This pressure can often lead to the violation of the rights of local communities, as the case studies show.
Even in areas where they welcome foreign investment, developing coutries will come under pressure to relax essential controls essential controls which regulate the entry and performance of multinationals in their territory. These regulations can make the difference between the most positive forms of investment and the worst forms od exploitation.

1. Rights under attack from foreign investiment

Governments have a responsability to promote and protect the rights of all theire people where foreign investment is concerned. Those rights are enshrined in the Universal Declaretion of Human rights and the international covenants which traslate its articles into legal obligations. These incluide economic, social and cultural rights, as well as civil and politial rights.

Many governments do not live up to these oligations. Governments do not live up to these obligations. Governments are under considerable pressure to attract investment. This pressure often comes from donors like the World Bank or International Monetary Fund. In addition, where the amount of aid going to a coutry has declined, overseas investment becomes an increasingly important way to obtain foreign capital. This pressure can result in governments collaborating with overseas companies in an attempt to attract them to invest in their countries. In the drive to attract them foreign investment at any cost, people´s rights are often compromised or ignored.

ActionAid, working with our local partners in a number of coutries, has come across cases where foreign investment has been responsible for violating the rights of local communities. In all these case studies government action could have mitigated the worest impacts on poor people.

Negative impacts on rights to land, food and sustainable livelihoods

In several of the case studies, local people have been evited from their land to make way for new foreign investment projects. In Uganda, Haiti and Mozambique local communities were removed from their land and the source of their livelihoods.

In 2001 the world´s leading green coffee trader, Neumann Kaffee of Germany, secured 60 000 hectares of land for its new coffee plantation in Mubende, Uganda. The new company operates under the name of  Kaweri Coffee Plantation Ltd. In order to make the investment possible under the coutry´s land law. The Ugandan governmant bought the land from its original owner in 2000-and during the course of 2001 sent in the military to evict the families living on it. Many families lost crops and property in the eviction, and have been forced to live ever since as displaced people in nearby forest, where malaria is prevalent. As weel as the severe shock this has brought to families´livelihoods, the community has also lost access to its ancestral burial grounds and to the boreholes from which it drew safe water.

Children have faced particular hardship: the local school, which had been build by the government and expanded with assistance from ActionAid Uganda, was closed as a result of the new investment, and many children were forced to drop out of educationaltogether.

Foreign investment in the service sector has also led to the displacement of local communities, as shown in the case of new tourism enterprise in southern Mozambique. In 2000 the government of Mozambique granted the Southe African and Mauritian company East African Wildlife Property a 50-year lease to run the Vilanculos Coastal Wildlife Santuary in the spectacular Bazaruto archipelago. The local community was removed to make way for the new investment, which includes an exclusive holiday development with safari camps (the $12million investment included restocking the area with elephants, hippopotamus, rhinoceros and zebra).

While tourists are invited to enjoy the facilities in purpose-built fishing lodges, restrictions on the local community´s fishing rights have affected the lives of up to 50 000 people. At the same time, few of the jobs and other opportunities promised to the local community have materialised. Tourist sites within the wildlife Santuary are now on sale for $100,000 each, with 27 already taken.

