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Working Group on Investment Climate Policy and Promotion

3 July 2009, Bodrum, Turkey

OECD EURASIA COMPETITIVENESS PROGRAMME

Initiative for South Caucasus and Ukraine
Enhancing Investment, Competitiveness and Private Sector Development in the South 

Caucasus and Ukraine 
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The OECD Eurasia Competitiveness Programme
Working Group on Investment Climate Policy and Promotion

1. GDP and FDI trends in the South Caucasus and Ukraine

2. The Initiative

3. The need to address Investment Climate, Policy and 

Promotion

4. Sector ïpriorities and sectorïspecific policy barriers

5. Next steps
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GDP growth in the region is impacted by the financial crisis
Average GDP growth falling in 2009
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Growth in BSEC-CA Countries 
1998 - 2008

LOW & LOWER-MIDDLE INCOME BSEC: Albania, Armenia, Azerbaijan, 
Georgia, Moldova, Ukraine

UPPER-MIDDLE & HIGH INCOME BSEC: Bulgaria, Greece, Romania, Russia, 
Serbia, Turkey

CENTRAL ASIA: Kazakhstan, Kyrgyz Republic, Tajikistan, Turkmenistan, 
Uzbekistan

Source: OECD Development Centre / IMF Source: EBRD; e. estimate; p. projection
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External Financing - BSEC

External financing/GDP (right-hand axis)

External financing

Capital inflows

FDI Inflows

Workers' remittances and compensation of employees

Source: OECD Development Centre / IMF

Reliance on external financing is increasing
On average 13% of GDP for BSEC region



OECD Private Sector Development 5

0

5,000

10,000

15,000

20,000

25,000

30,000

35,000

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Central Europe

SEE

South Caucasus and Ukraine

How to support the quantity and quality of FDI?

Central 

Europe:

First Wave 

of FDI

SEE: Second 

wave of FDI

SCU:

Third 

wave?

FDI in  USD 

Million

Source: EBRD Transition report 2008, OECD Analysis
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FDI growth is slowing down after a period of high growth

Source: EBRD Transition report 2008

South Caucasus and Ukraine: 
FDI Net Inflows 1999-2009 (in US$ million)

FDI growth a third lower than regions like South East Europe
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FDI inflows impacted by the financial crisis

Source: EBRD Transition report 2008, OECD Analysis

South Caucasus and Ukraine: 
FDI Net Inflows per capita 2007-2009 (in US$)

FDI growth a third lower than regions like South East Europe
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Quantitative and qualitative assessment of country 
credit risk (index from 0 to 7), based on risk indicators such as:
Å the payment experience;
Å the financial situation;
Å the economic situation ;
Åpolitical risk and/or other risk factors.

Source: OECD 2009

High risk according to OECD country risk classification
!ǊǊŀƴƎŜƳŜƴǘ ƻƴ άhŦŦƛŎƛŀƭƭȅ {ǳǇǇƻǊǘŜŘ 9ȄǇƻǊǘ /ǊŜŘƛǘǎέ

Measurement of likelihood that a country will service its external debt.
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Methodology

Heritage Foundation 2009 index of economic freedom

Source: Heritage Foundation 2009 Index

Å Business Freedom
Å Trade Freedom
Å Fiscal Freedom
Å Government Size
Å Monetary Freedom
Å Investment Freedom
Å Financial Freedom
Å Property Rights
Å Freedom From Corruption
Å Labour Freedom

Index of Economic Freedom

TheIndex of Economic Freedom is built upon 
analysis of 10 specific components of 
economic freedom, some of which are 
themselves composites of additional 
quantifiable measures. The 10 component 
scores are equally weighted and averaged to 
get an overall economic freedom score for 
each country.
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Heritage Foundation 2009 index of economic freedom (Scale 0-100)

Source: Heritage Foundation 2009 Index

Overall high level of economic freedom but relatively low level of investment 
freedom

Attract investments through policy reform. 

World average Economic Freedom

World average Investment Freedom
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Measuring FDI potential and FDI performance
Methodology

Source: UNCTAD 2004-07, Ranking of 141 countries

Å GDP per capita
Å Rate of GDP growth over the previous 10 

years
Å Share of exports in GDP
Å Average number of telephone lines
Å Commercial energy use per capita 
Å Share of R&D spending in GDP 
Å Share of tertiary students in the population
Å Country risk
Å World market share in exports of natural 

resources
Å World market share of imports of components 

for automobiles and electronic products
Å World market share of exports of services
Å The share of world FDI inward stock

Indicators to measure inward FDI potential Measurement of Inward FDI performance

The Inward FDI Performance Index ranks 
countries by the FDI they receive relative 
to their economic size. It is the ratio of a 
ŎƻǳƴǘǊȅΩǎ ǎƘŀǊŜ ƛƴ Ǝƭƻōŀƭ C5L ƛƴŦƭƻǿǎ ǘƻ ƛǘǎ 
share in global GDP.
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Good FDI performance and average FDI potential

Source: UNCTAD 2004-07, Ranking of 141 countries, OECD Analysis

FDI Performance and Potential

Improvement of FDI attractiveness through policy reform

High FDI PerformanceLow FDI Performance

High FDI 

Potential

Low FDI 

Potential

FDI Inflows < 0
FDI/GDP ratio = 1

(world shares)

Median of 141 countries

Armenia
Turkey

Georgia

Azerbaijan

Hong Kong,

China

Czech Republic

FDI Potential is measured 

through a wide set of 

indicators such as:

ÅGDP per capita and growth

ÅShare of global exports

ÅShare of R&D spending

ÅCountry risk

ÅShare of world FDI stock

FDI Performance is measured 

through the ratio of a countryós

share in global FDI inflows

to its share in global GDP.

Below potential Front-runners

Under-performers Above potential

Jordan

Luxembourg Norway UAE

Egypt

Kazakhstan
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The OECD Initiative for The South Caucasus

Improving National
Competitiveness

Enhancing Regional
Business Climate

Prioritisation of policies to improve the business 
climate

Policy Working Groups

Competitiveness report on the South Caucasus and 
Ukraine

OECD Business Climate Development Strategy

Surveys of investors and private sector perception

Evaluation of policy reforms

Supporting in implementing reforms
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Deliverables in the form of study and implementation 

Competitiveness in

In the South Caucasus and Ukraine

Policy dialogue through 
regional working groups

Report on  
competitiveness in the 
South Caucasus and 
Ukraine

Country specific business 
climate implementation


