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INTERNATIONAL INVESTMENT STATISTICAL CO-OPERATION IN MENA COUNTRIES

1 One of the issues which came up as a possible future follow-up at the OECD-MENA Investment
Exploratory Meeting in Istanbul last February was the dissemination of best practices to implement and/or
to improve the statistical systemsin MENA countries as data are published and gaps and shortcomings are
identified. As for all countries, such an undertaking would imply enhancing the technical expertise and
capacities of national authorities. This Information Note is intended as a backgrounder on OECD’s rale in
foreign direct investment (FDI) statistics.

2. OECD has a recognised role in the compilation and dissemination of foreign direct investment
(FDI) statistics. The OECD Benchmark Definition of Foreign Direct Investment provides operationa
guidelines to compilers on how FDI activity should be measured according to internationally agreed
standards. The initia version of the Benchmark Definition (in 1983) and its subsequent revisions, all
endorsed by the OECD Council, were prepared under the supervision of the Investment Committee.
Moreover,

3. OECD’s Investment Division has the responsibility for compiling and disseminating detailed FDI
statistics from its member countries at regular intervals. These statistics are published in International
Direct Investment Statistics Yearbook (both electronic and paper editions) and in a dedicated article on
“Recent FDI trends and developments” in International Investment Perspectives. All the technical work on
foreign direct investment statistics is conducted under the auspices of the OECD Workshop on
International Investment Statistics (WIIS) which is composed of a network of experts from OECD member
countries. WIIS operates under the supervision of the Investment Committee. Moreover, WIIS has
developed a set of FDI indicators to measure economic globalisation.

4, Concepts and definitions used in the OECD Benchmark Definition are generally similar to IMF
recommendation. However, it is worth emphasizing that FDI statistics are detailed as opposed to highly
aggregate FDI components included within the broader framework of IMF balance of payments statistics.
FDI statistics are broken down by partner country data as well as by industry classification for detailed
components of FDI flows (financial flows and income flows) and stocks. OECD’s FDI statistics are
compiled on the basis of a common questionnaire which is aso used by EUROSTAT, the statistical body
of the European Union.

5. The increasing importance of multinational enterprises in the global economy has stimulated a
growing interest to improve the availability, the accuracy, and the coverage of FDI dtatistics. In
consequence, IMF and OECD have established close working relations over the past decade to respond to
such interest by policymakers, analysts, and statisticians. As a part of this co-operation, in 1997, the two
organisations implemented a joint exercise, the “Survey of Implementation of Methodologica Standards
for Direct Investment - SIMSDI”. The survey is a comprehensive study of methodological standards
applied by national compilers to measure direct investment as well as their data sources, and data
collection and dissemination methods.

6. One hundred and fourteen countries (including all OECD countries and other IMF countries)
replied to the 1997 survey. Recognising its usefulness for both compilers and analysts, the SIMSDI
exercise was repeated at end 2001 and at end 2003. A report was prepared jointly by the IMF and OECD
that analysed the survey results of 1997 and 2001 surveys. The most recent report was published jointly
under the title Foreign Direct Investment Statistics: How countries measure FDI. The results of 2003
survey are still being processed.



7. Regarding the participation of Middle East and North African countries to SIMSDI exercises,
Lebanon and Morocco participated only in the 1997 survey while Kuwait and Tunisia provided
information both in 1997 and 2001. The situation has improved only dlightly for the most recent 2003
survey with the participation of Kuwait, Lebanon, Morocco, Syria, and Yemen. In sum, only five of
fifteen MENA countries have participated in the recent survey. This result indicates clearly the need to
establish reliable statistical systems in MENA countries to measure FDI according to international
standards where such statistics are not available and to improve the existing statistics in other countries.
Tunisiais one of the countries in the region which can be considered as a good example where there is a
relatively advanced statistical system. To illustrate this, we include in the annex some examples (not the
full description) of FDI related statistical work of Tunisia.*

8. Establishing best practices may be a long process. If so requested by MENA countries and
subject to available funding, OECD’s contribution to implement best practices for FDI statistics in the
region could include the following:

(i) To produce yearly FDI statistics of selected MENA countries where there are already existing
elements of FDI statistics as an extension of the satistics for OECD countries, i.e. using the
OECD framework for partner country and industry breakdown which is more detailed than other
FDI statistics (see annex 1). These outputs will provide comparative analytical information on
the FDI activity of these countries.

(i) To disseminate best practices to implement and/or to improve the datistical systems
progressively as data are published and gaps and shortcomings are identified. Such an
undertaking would imply enhancing the technical expertise of nationa authorities through
following initiatives:

Organising technical capacity building seminars

Bilateral contactsincluding the provision of on-site assistance (as required)
Establishing contacts with the OECD network of experts on FDI statistics (of WIIS)
Exchange of staff
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OECD contact person

Ayse Bertrand (Ms)

Manager, International Investment Statistics
Investment Division

Directorate for Financial and Enterprise Affairs
OECD

Tel: (331) 45249124
Fax: (331) 45231334
E-mail: ayse.bertrand@oecd.org

1. Tunisia is a member of the joint IMF/OECD Direct Investment Technical Expert Group (DITEG) which
was set up in 2004 for the revision of international statistical standards for FD described in the IMF
Balance of Payments Manual and the OECD Benchmark Definition of Foreign Direct Investment. The
note on mergers and acquisitions included in Annex 2 of the present document was prepared by Tunisia as
acontribution to that work.



ANNEX 1.
STANDARD FRAMEWORK OF OECD FDI STATISTICS

» FDI Income
» Income on equity
» Dividends and distributed branch profits
» Reinvested earnings and undistributed branch profits
» Income on debt (interest)
» FDI flows:

» Direct investment in the reporting economy: inflows
» Direct investment abroad: outflows

For each component, statistics are broken down by equity capital, reinvested earnings
and other capital.

» FDI positions
» Direct investment in the reporting economy: inward investment
» Direct investment abroad: outward investment

For each component, dtatistics are broken down by equity capital and reinvested
earnings and other capital..

All the above listed components are presented with further breakdowns

» by geographical alocation (partner country and/or economic zone covering countries
and regions of the World)

» by industrial activity classified according to I1SIC revision 3 (and NACE) which is
standard classification established by the United Nations (see Annex 4)



ANNEX 2:
EXAMPLESFROM FDI STATISTICSOF TUNISIA

Some indicators of foreign investments in Tunisia
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Source: Central Bank of Tunisia
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DIRECT INVESTMENT:
TRANSACTIONSASSOCIATED WITH MERGERS AND ACQUISITIONS

Prepared by
Direction Balance of Payments, Central Bank of Tunisia
June 2004

1 Movements in Tunisia' s external accounts have increasingly reflected the impact of opening the
Tunisian economy through a continued process of trade and exchange liberalization.

2. Tunisia's externa policy over the last 10 years has been characterized by promoting exports and
attracting foreign direct investment.

3. Measures and incentives were adopted to give impetus to exports as part of the national strategy
to strengthen the economy’s competitiveness in order to face the new context of trade globaisation and
increased international competition. This new context will be intensified since trade protection has been
removed and tariffs dismantled (establishment of afree trade zone with EU).

4. For FDI, the government has softened investment regulations for most sectors, offered fiscal
incentives to investment, made the dinar convertible for current account transactions and guaranteed
foreign investor’ s right to repatriate capital investments made in accordance with law.

5. Conseguently, external account equilibrium has been ensured despite unfavorable international
conditions over the last years and especially FDI has increased subsequently starting from the 1990’s in
particular after the signing up of the Association Agreement with the EU in 1995.

6. Since 1998, the privatization program has boosted FDI to high levels (cf figuresin Appendix 1).

7. In effect direct investment inflows have been very influenced since this date by acquisitions of
public enterprises by non-resident investors.

| —Current inter national standardsfor the statiscal treatment of issue

8. The IMF s balance of payments manual and the OECD Benchmark Definition of Foreign Direct
Investment do not provide separate treatment of flows associated with merger and acquisition activity from
other direct investment flows. Well the nature of this kind of transactions is quiet different from other
direct investment transactions.

Il —Concerng/short comings of the current treatment

9. First acquisitions transactions do not provide new financing for the firm as other investments.
However those transactions are included in the BOP and in the 1P of Tunisia because they are associated
with changes in ownership of assets between residents (Public Sector) and non-residents (Private foreign
investor). For the SNA breakdown between sectors is also observed with the decrease of Public Sector’s
stock investment and increase of foreign investment liabilities.

10. Secondly, while the origina transactions in the host country (Tunisia) are considered as direct
investment inflows and the firm as a branch which belongs to foreign direct investor, the financing of the
acquisition, usualy a big transactions, may give rise to some changes in the BOP of the investor’s country
recording the transactions in the heading portfolio or other investment instead of direct investment



outflows. This change will introduce an asymmetry between BOP' s statistics compiled in the two countries
having FDI relationship under this kind of operations.

11. Third, analysis of FDI activity including acquisitions becomes less consistent because of the
importance of such operations in the whole figures of FDI and their unsteadiness.

12. The fluctuations observed from one year to another are mainly due to those acquisitions and we
often need better analysis to have amounts of FDI including or excluding privatization proceeds.

13. Considering different possibilities of treatments and compilation done for such transactions, some
other topics could be concerned such as FCS (Fully consolidated system) in the case of intermediation
between investor and the direct investment company and the possibility that those transactions could not be
covered. As aresult gaps may occur between FDI statistics of different countries.

Il - Possible alter native treatment

14. In order to improve compilation of such operations and to have better analysis in the BOP and
1P, of both FDI inflows and outflows, it would be useful to extend FDI statistics to classification by
category of FDI introducing specific standard direct investment presentation for «mergers and
acquisitions».

15. Definitions and descriptions of those operations should be also developed to ensure more
uniformity and treatment of FDI statistics across countries.

16. For some countries such as Tunisia, it is possible nowadays to detect and compile this kind of
transactions because of the low number of operations, but when the number of acquisitions rises it will be
better to separate those operations from other investment. It should be noted, however, that the recording of
those operations in BOP as FDI inward takes into account the real price of the acquisitions negotiated
between the two parties.



'S$Y201S |d4 JO UOISI9AU0D 3y} 1o} pasn q
"SMOJJ |4 O UOISIBAUOD 8y} J0} pasn e

€80C'T | TVEE'T | €89V'T | €G8E'T | G¢GC'T | OTOT'T | GLPT'T | §866'0 | 80S6'0 | ¢T660 qPoLd-Jo-pu3
G88C'T | LTeV'T | /8EV'T | L0LT'T | 298T'T | /8ET'T | 6S0T'T | ¥€.6'0 | 856'0 | 9TTO'T Hlene polied
€00C¢ | ¢00Cc | TOOC | 000C | 666T | 8661 | /66T | 966T | S66T | V66T
(rejjop sarels panun Jad Aoualind reuoirenN)
€002-766T ‘sarel abueyox3
90 ¢€¢ | S06 ¢¢¢ | 66¢ ST¢ | 9SS ¥0C | €06 68T | Sv7. 8.T | GTE 99T | 89¢ €ST | TE0 EVT | GGE CET Awouods ul paredo|
sael|i}e ubvlio] Jo ssafo|dwie Jo Jequunp
919 ¢ €05 ¢ 6ee ¢ ogee Q0T ¢ S66 T W8T 7091 0csT avt Awouox
U1 pa1e00| 9l |1je ubeloy Jo JequinN
14%4 A ce €e €e Ve e 6¢ oe TE 203s premino |a4
/9G9T |[TOPT |/99TT |SVSTT |CeVTT | /.e¢¢l |6290T |TI8TTT |/1960T |8T66 X203s plemul |dd
v'T G0 €0 L'T G2 8'T 2'6 v'e v'e L'l (o Jofe JuBLISaAU 199.11Q)
SMO|} premino |a4d
6'€85 €728 v'ogy 8'8/L 6'/9¢ T899 €'q9¢ 9'6/¢ 9'cee 6'GES (Awouoos
Bun.iodalay) Ul JUBLIISSAUI 199.1Q)
SMO[} premul |dd
€00¢ 200¢ T00C 000¢ 6661 8661 1661 9661 G661 66T

(1aquinu pue s.e|jop Jo SUOI||IA)

£002-766T ©Iep JUBWISaAU] 10811p ubiaI04

X1dN3ddV



0T

(S'¥ @SN) 1un 1SN0} e Jo sjuapisal-uou Aq uonisinboe ayl '€
‘(92 @sn) Auedwoo [eaiwayd e pue (92 ANL) Saluedwod JUaWad oM} JO uoiesneAld ‘g

"(2'65€ ASN) seluedwod JUaWad 0M] JO UonesneAlld ‘T

6'€8S | £1¢8 | 6Thy | 8'8EY | 6'9€ | 6'80E | £'SOE | 9'6.2 | 9'22E | 6'GES VBN BUIpNPXe 10

- - | Sw (oo | - [ Z6se| - - - - VBN
6'€8S | £T¢8 | ¥'98Y | 8'8/. | 695 | 1'899 | £'G9¢ | 9'6/2 | 9'zZE | 6'SES Ia4 V101
SYOT | ¥'GeE | €VT | 60T | 19 | 06 | 80¢ | 64 | 8L | ¢iT SPUIO
S'6TC | 2'6/T | ¥'vLT | 8'T0S | S'O9T | T'09V | 222 | 8'0S | 9'Ge | 8'€T  Saumsnpul Buunoenuey
9%T | ¥'ST | €0L | €05 | €T | 9T | 602 | L'6v | L'62 | 8'9T  lIsa [eau pue WSLNO |
£'sve | 8'00¢€ | ¥'222 | 8'SEC | 6'€9T | ¥'24T | 0'0ve | 2'TLT | §'6S2 | 2'88Y ABiouz
€00¢ | 200¢ | T00Z | 000Z | 666T | 866T | /66T | 966T | S66T | v661

suol|jiw Jefjop ul

(sanijiqel) 10108S Aleloljauag Aq 1uswisaAu| 19811 ublalo Jo SMo|H pJemu]



TT

€00¢

VRN BuIpnjox3 |4 —e—

|d4 TV1OL=o—

¢00¢

100¢ 000¢ 6661

8661

1661

9661

9667

7661

- 00¢

- 00V

- 009

- 008

0007




