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MENA-OECD Investment Programme  OtecD

PROGRAMME CHAIR OECD COUNTRY CO-CHAIR

Arab Republic of Egypt United Kingdom
(ANNUALLY ROTATING)
/l\ Private Sector
Regional and STEERING GROUP Stakeholders and Initiatives
International MENA-QECD
Institutions \l/ Business Network

Promoting Transparent

and open investment policies REGIONAL INITIATIVES
(chairs: Jordan, Japan) AND CENTRES:

Encouraging Investment Promotion Tax Policy Analysis Enterprise Financing

Agencies/Business Associations (chairs: Egypt, Turkey) Network
(chairs: Bahrain, Switzerland)
WORKING GROUPS MENA Investment Center
(Bahrain)
Hawkamah Institute
Policies for Financial Sector Improving Corporate Governance Practice for Corporate Governance
Development and Diversification (chair: Lebanon) (United Arab Emirates)

(chairs: Saudi Arabia, UK)

)

COUNTRY TEAMS
working on National Investment Reform Agendas, Domestic Constituencies
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Working Group 3: Objectives OECD

“Tax Policy for Investment”

® Providing a Regional Forum for policy tax dialogue and peer
review at senior officials level.

® Drawing on WP2 work: disseminate ‘tax knowledge’, including
comparative analysis of alternative tax systems/designs, tax
models, experience of policy makers with different approaches.

® Reviewing conceptual frameworks and consider best practices for
tax policy issues in the region; e.g., in relation to

cost-benefit assessment and tax expenditure reporting of tax
Incentives

a MENA approach for tax treaties
taxation of MNEs and SMEs.

® Strengthening the analytical base in tax policy branches of
Ministries of Finance of MENA countries. @A



Working Group 3: Achievements

Regional Process

_ _ _ _ ’3 WG3 meetings
® Regional Forum for policy dialogue and peer review:

{ Task Force on Incentives

' Tax Panel- Ministerial Meeting

® 2 Tax Declarations: on Common Principles and Good Practice, on Tax Policy Development
Supportive of Investment

National Process — NIRA workshops

2006 | Egypt, Jordan, Morocco

2007 | Lebanon
2008 | Tunisia

Technical Training — workshops

Tax Auditing of Multinational Enterprises, SMESs

Tax Incentives, Tax Modelling
5 Tax Treaties (TP:A
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Phase || MENA: BCDS Framework  OEcD

o o &~ w

Business Operational Environment | | Il. Rule of law

Investment policy 1. Anti-corruption

Investment promotion and industrial 2. Corporate Governance and
policy Corporate Social Responsibility
Tax policy and administration 5. Commercial conflict resolution

Trade Policy and facilitation
Competition policy

Better business regulation 7

1.

2.

3.

I11. Factor markets

Infrastructure (including land, transport and IT)
Human Capital (including labour regulations)

Financial markets development
4 (pA
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Tax component of the BCDS OECD

N

Policy
Framework for | | Tax
Investment User’s Toolkit component of
(PEI) the BCDS

)
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Assessment approach OECD

" Implementation of standard analytical frameworks
to examine tax systems

& > main indicators in current draft

® Assessment of advantages/disadvantages of

alternative tax policies and approaches
(revenue requirements, efficiency, equity, simplicity)

& » feedback needed

" Implementation of tax reform agendas

& N no indicators in current draft
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Metodologie
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OECD

BCDS Framework

)

Dimension

Tax Policy and Administration

.

Fiscal position
and Tax
Planning

5 Sub-dimensions

gl W ) 4

) 4

Taxation of
SMEs

Taxation Taxation and Taxation of
and Employment MNEs
Investment
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Review of elements of assessments gg
of tax policy analysis under the BCDS

" Fiscal position and planning:
® Forecasting of aggregate tax revenue for each main tax.
® Consideration of fiscal balance.

® Taxation and investment:
® Sectoral analysis of tax burden on corporations.
® Analysis of tax impediments to domestic investment.
® Comparative analysis of tax depreciation systems.

® Transparency (tax expenditure reporting) and cost benefit
assessment of corporate tax incentives for investment.
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Review of elements of assessments gg
of tax policy analysis under the BCDS

® Taxation and employment:
® Micro analysis of taxation of wage income, income equality.
® ‘Tax wedge’ analysis of tax impediments to employment.

¥ Taxation of MNES:

® Analysis of tax burden on MNEs (cross-border investment).
® Analysis of tax distortions to cross-border investment (FDI).
® Analysis and treatment of tax planning.
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Review of elements of assessments gg
of tax policy analysis under the BCDS

" Taxation of SMEs:

® Analysis of tax burden on firms by asset size.

® Analysis of tax impediments/distortions to SME investment.
® Analysis of tax impediments to equity financing of SMEs.

® Analysis of tax arbitrage by SME owners.

® Analysis of treatment of risky investment in SMESs.

® Assessment of tax compliance costs, alternative tax policy
approaches, alternative tax administrative approaches.

® Assessment of taxpayer assistance and education services
to reduce SME tax compliance burden.
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Indicator for Analysis «g
of Tax Impediments to SME Investment O

("< MoF does not maintain a METR model that specifically addresses tax
impediments to SME investment (versus investment by large firms). No
plans for implementation. )

* MoF does not maintain a METR model that specifically addresses SME
Investment (versus investment by large firms), but is currently taking steps
towards implementation. )

» MoF does not maintain a METR model that specifically addresses SME
investment (versus investment by large firms), but is currently taking steps
towards implementation within one year. )

 MoF maintains a METR model that enables analysis of tax effects on SME
investment. The model is routinely used to analyze tax distortions to SME
investment and the implications of tax reform proposals.

» Level 4 + requirement:a) the METR model is disaggregated across
machinery and equipment, buildings, inventory and land; and b) METR
results are explained in summary reports for consideration by Ministers to

help inform policy-making.
A
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